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Shor t, short story... 


There’s one in every Meter stamp that goes on so 
much of bank mail these days! .. . It’s printed (not 
stuck) by the bank’s own Postage Meter... valued for 
any kind of mail or parcel post... postmarked, with 
the mailing date recorded . . . and has an exclusive 
meter number that always identifies the user... 
Cancelled when printed, the Meter stamp spares the 
letter two postoffice operations, gets it in transit 
quicker .. . Happy ending for a letter! 

There’s more to the story...The bank using 
Metered Mail has done away with ordinary stamps, 
stamp counting, stamp leaks and losses; has finished 
with “lick-and-stick” mailing . . . keeps its postage 
secure from theft or loss in a Pitney-Bowes Postage 
Meter, and protects the people who handle postage 
... The Meter not only prints the postage and adver- 
tising slogan, but seals envelopes and speeds mailing 
. ++ automatically counts postage used, postage on 
hand .. . saves time, postage, worry... is worth 
its cost in convenience alone—but usually saves its 
cost for any bank, big or little ... Call our nearest 
office and get the rest of the story—with a demon- 
stration in your own bank on your own mail! 


THE POSTAGE METER CO. 


1505 Pacific Street, Stamford, Conn, 


PITNEV (creo wai) BOWES 


Branches in principal cities * Consult your telephone directory 
IN CANADA: The Canadian Postage Meters & Machines Co., Ltd. 
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Employer-Employee Loan 
Program 


Sirs: A new brochure for use in the 
presentation of our employer-employee 
joan program has just been completed, and 
we thought you might want to describe it 
in connection with the installment loan 
article you obtained from our bank 






















NOW AVAILABLE 


to credit-worthy employees of 
this Company 


loWA-DES MOINES NATIONAL BANK 


Low Cost 


AUTOMOBILE LOANS 
PERSONAL LOANS 
PROPERTY IMPROVEMENT LOANS 


For additional Information see 
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INSTALLMENT LOAN DEPARTMENT 
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The placard and introduction card 


recently. (See page 18: ‘Ideas for Build- 
ing Small Loan Volume,” by Frank R. 
Sage. ) 

The new brochure was made up for 
presentation to local firms by a member 
of our installment loan department, sup- 
plementing the commercial department 
oflicer’s contact. It covers the bank’s 
handling of automobile loans, property 
improvement loans, and personal loans. 
It points out that we will supply the firm 
with suitable placards to be posted on their 
bulletin boards calling attention to the 
service. And also that we will supply 
introduction cards to be handed to em- 
ploy ees. 

The brochure also carries the statement 
that the bank urges no one to go into debt 
needlessly, but assists many who find it 
necessary or advantageous to seek bank 
credit. 

We shall be glad to have you use this 
additional information in the article if 
you consider it of value. 

H. P. Kier, 

Assistant Vice-president, 
Iowa-Des Moines National 
Bank & Trust Company, 
Des Moines, lowa 
+ + . 


Promoting Bank Services 

Sirs: We are sending you a picture of 
our booth at the annual Chamber of 
Commerce Exposition which was partici- 
pated in by more than 25 firms displaying 
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DURING HALF A CENTURY 


..-the broad expanse of the Great 
Lakes Region has become one of the 
world’s greatest workshops. As the 
Great Lakes Area has grown, so has 
Central National Bank. Our long ex- 
perience inthis area, plus our complete 
facilities, are available to business 


concerns and their banks everywhere. 


CENTRAL NATIONAL BANK 
of Cleveland 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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goods either made or sold in our city, and 
which was visited by some 15,000 people 
over a 5-day period. 

The picture shows what we are trying 
to do here in Nashua. Our trust company 
believes in improving public relations at 
every opportunity. During the exposition 
thousands of pamphlets were passed out 





about our automobile loan service, travelers’ 
checks, our special checking account serv- 
ice, and, of course, we had an opportunity 
to talk with many of our customers and 
prospective customers. Moving pictures 
furnished us by several different companies 
were displayed in the evenings, and a 
contest was held to guess how many 
pennies were in the jar shown in the picture. 
Our color scheme for our exhibit was 
gold and white, indicative of the fact that 
the bank has just celebrated its 50th 
anniversary. 
RoLanp B. BurnNuHAM, Treasurer, 
Nashua Trust Company, 
Nashua. New Hampshire 
. + + 


A Routing Stamp 


Sirs: Banks even in the smallest com- 
munities receive several banking journals. 
If they are members of the American 
Bankers Association, they receive pam- 
phlets, studies, and other literature from 
this organization. Likewise they receive 
service bulletins, communications and other 
material from the officers of their state 
associations. 

Therefore, we suggest that banks arrange 
for some individual to be responsible for 
the circulation of this literature, and are 





CONTENTS NOTED BY 





suggesting to our members a rubber stamp 
as indicated here. We are supplying these 
stamps to our members at cost, which is $1. 
This plan, we submit, should give active 
officers and others the benefit of all banking 
information coming into the bank. It 
would also be a useful procedure for the 
various governmental rulings and litera- 
ture, and could likewise be the means of 
providing timely topics for discussion al 
local clearing house meetings. 

C. W. BEERBOWwER, Secretary, 
Virginia Bankers Association, oe 
Roanoke, Virginia 
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In the TREND of BANKING 








F. A. A., Consumer Credit Group, 
Plan Joint Co-operation 


To avoid duplication of effort and to 
facilitate the popularizing of bank service 
in the small loan field, a liaison has been 
effected between the Bankers Association 
for Consumer Credit and the Financial 
Advertisers Association that should work 
to the benefit of both organizations. 

Briefly, the F. A. A. will become a clear- 
ing house for promotion ideas for the 
Consumer Credit group, while the latter 
will provide suggestions on operating and 
management for F. A. A. members. 

Kenton R. Cravens, vice-president of 
the Cleveland Trust Company and presi- 
dent of the Consumer Credit organization, 
and Stephen H. Fifield, vice-president of 
the Barnett National Bank of Jackson- 
ville, Fla., and ——. of the advertisers 
group, have each appointed three members 
of their respective associations to serve as 
a liaison committee to facilitate this co- 
operative effort. The advertisers’ repre- 
sentatives will be I. I. Sperling, assistant 
vice-president of the Cleveland Trust Com- 
pany, who is also chairman of a new con- 
sumer credit departmental set up by the 
F. A. A.; George Everett, assistant vice- 
president of the First Citizens Bank & 
Trust Co., Utica, N. Y.; and Thomas J 
Kiphart, director public relations, Fifth 
Third Union Trust Co., Cincinnati. 

The consumer credit committee is com- 
posed of Swayne P. Goodenough, vice- 
president of the Lincoln-Alliance Bank & 
Trust Co., Rochester, N. Y.; Lewis F. 
Gordon, assistant vice-president of the 
Citizens & Southern National Bank, 
Atlanta, Ga.; and Carl M. Flora, assistant 
vice-president of the First Wisconsin 
National Bank of Milwaukee. 

One of the first evidences of this joint 
program was apparent at the second annual 
conference of the Bankers Association for 
Consumer Credit held at White Sulphur 
Springs, W. Va., March 28-30. One of the 
innovations at this meeting was an exhibit 
of consumer credit advertising and pro- 
motion material from banks all over the 
country, prepared by a committee of the 
i oe a * addition, the F. A. A. supplied 





KENTON R. CRAVENS, president, Bankers 
Association for Consumer Credit 





STEPHEN H. FIFIELD, president, Financial 
Advertisers Association 


. appoint committee members to work out liaison program 


speakers from its membership who dis- 
cussed the various advertising and publicity 
media used for the acquisition of consumer 
credit business. 

Another feature of the convention was a 
presentation of the workings of a complete 
consumer credit department, which drama- 
tized every transaction from the beginning 
of advertising and solicitation to the point 
where the lending institution sends the 
borrower a letter thanking him for his 
business. 

Among the speakers scheduled to address 
the general sessions of the conference were 
Robert M. Hanes, president of the Ameri- 
can Bankers Association; Chester Davis, 
deputy governor of the Federal Reserve 
Board; Frank W. Jenks, credit manager 
of the International Harvester Company; 
and Dr. Ralph A. Young, of the University 
of Pennsylvania. 


G. Carlton Hill, vice-president of the 
Fifth Third Union Trust Co., of Cincin- 
nati, sérved as general chairman of the 
conference. 

* 2 . 


Examples of the Latest 
Trends in Bank Design 


Evidence of a resurgence of interest and 
activity in the planning and construction 
of new banking quarters is to be found in 
all sections of the country. 

An outstanding example is the new office 
of the Security National Bank in Greens- 
boro, North Carolina. That this is the 
last word in modern design is indicated by 
the illustration of the main banking room 
on page 4. Note the streamlined counters, 
the individual check-writing desks that 


Notable example of an impressive small bank located in a small community 





Citizens National Bank, Springville, New York 
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Photos, Bank Building and Equipment Corporation of America, St. Louis 
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What's Your Solution 
To This Bookkeeping 
Department Problem ? 


What to do with it . . . where to 
locate it, on the main floor or “upstairs” 
. is always a problem. 


Bankers, naturally, prefer to keep it 
“upstairs”. On the main floor it takes up 
valuable working space. The incessant 
clatter and bang of bookkeeping machines 
upsets the quiet and dignity of their banks. 


But — economy is often the deciding 
factor. It’s sometimes considered better to 
“put up” with these conditions to keep 
bookkeepers at the teller’s elbows for 
quick, economical checking of account 
balances. 


TelAutograph service enables you to 
keep your bookkeeping department “up- 
stairs” —and yet operate economically! 
Tellers contact bookkeepers at a distance 
and get O.K.’s on balances in writing ...in 
seconds. The cost is only a few cents a day. 


WRITE TODAY for your free copy of our booklet 
“What Does tHe Human Voice Loox Like?” See 
why and how TelAutograph is widely used in banks 
for fast, errorless, economical communication! 
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Security National Bank, Greensboro, North Carolina 


A combination of all that's 


assure privacy for bank patrons, the sound- 
proofed ceiling and rubber tile floor for 
maximum quiet. Of particular interest is 
the lighting equipment, consisting of 
fluorescent tubes recessed in the ceiling 
which provide even, glareless illumination 
over the entire area. Glass blocks enclose 
the private conference room shown on the 
main floor, and also the trust department 
offices in the basement. An attractive 
color combination is provided by blue 
upholstery on the chairs and blue linoleum 
desk tops, brown New Guinea wood fur- 
nishings, and aluminum metal work. 

The new home of the Citizens National 
Bank of Springville, N. Y., pictured on 
page 3, is proof that being a small bank 
in a small town is no handicap preventing 
the erection of attractive and impressive 
banking quarters. This progressive bank, 
serving a community of slightly over 2,500 
and the surrounding area, reports that no 
less than 3,000 visitors passed through its 
doors the first day. 

The major problem faced by the designer 
and builder, the Bank Building and 
Equipment Corporation of America, St. 
Louis, was to construct a symmetrical 
building on the bank’s irregular kite- 
shaped plot without losing any of the 
valuable land area, and without per- 
mitting unsightly angles or corners. ‘This 
problem was solved by making the exterior 
of streamlined design with all corners 
moulded into wide sweeping curves; 


modern in a bank interior 


within the banking room the unusual 
angles were hidden by a similar use of 
curves, by laying out the banking room 
crosswise of the building, and by the 
strategic location of private rooms and 
the vault. 

Entrance doors of a self-balancing type 











Interesting use of structural glass 
by Missouri bank 

















Pajaro Valley National Bank, Watsonville, California 


Another bank goes modern with a resplendent new home 
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Have you been putting off the instal- 
lation of Carrier Air Conditioning — 
simply because you thought it too ex- 
pensive? Or too complicated? Or im- 
practical for rented space? No matter 
what your reason may have been—it’s 
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CARRIER OFFERS 4 WAYS 


answered now! Read how easily you can 
have genuine Carrier Air Conditioning 
—hbacked by 38 years of exclusive experi- 
ence — tested and proved by Carrier’s 
leadership in more than 100,000 places 


throughout 99 countries of the world! 


TO MAKE 


every day a good day! 





ial 











of 1. (Right) FOR PUBLIC SPACES ... where 
ym beauty as well as efficiency is essential, by all means 
he choose the Carrier Self-Contained Weathermaker! 
nd Requires but three simple connections, no building 
alterations. Quiet and economical in operation. 
‘pe Ideal for those who rent because it can be moved 
like any other fixture. Available in 7 sizes—each 
a factory-tested to assure complete capacity. 
+ 2. (Above) FOR OFFICES . . .-or for any 


3. (Left) FOR LARGER SPACES... 
where equipment can be concealed, Car- 
rier provides a series of new Carrier 
Self-Contained Weathermakers. These 
compact units enable true Carrier Air 
Conditioning — winter, summer or year 
*round —in spaces formerly requiring 
larger, permanently installed equipment. 


single room at home or in business, the Carrier 
Room Weathermaker (available in two sizes) 
is the answer. Quickly installed, requires no 
pipe lines or drains—plugs into any electric 
i socket. Controls temperature and humidity, 
shuts out noise and dust, provides positive 
; ventilation. Special features such as “Smoke 
Exhaust” to dissipate and clear away smoke. 














4. (Left) FOR A COMPLETE BUILDING .. . or where 
equipment will be permanently located, Carrier offers central 
plant equipment to meet every conceivable need. Carrier Cen- 
trifugal Refrigeration for the utmost cooling economy .. . 
Carrier Evaporative Condensing for water economy ... and 
Carrier technique to assure dependable, low-cost performance. 


Now is the Time to install Carrier Air Conditioning! 
Your Carrier representative is listed in the telephone book 
—phone him today for more information on the “4 Ways 
to Make Every Day a Good Day”. And remember, always 
call air conditioning by its first name ... call CARRIER! 










CARRIER CORPORATION 
“Weather Makers to the World” 
Syracuse, N. Y. 
(In Canada, Box 1050, Station C, Toronto) 
Without the slightest obligation, tell me all about 
[|] Carrier Room Weathermakers 
(] Carrier Self-Contained Weathermakers 
(_] Carrier Central Plant Systems 


Desk 4D 





eVaats 


Air Conditioning 


+ THIS SUMMER, plan fo visit the Carrier Igloo 





“of Tomorrow at the New York World's Fair. 1940 ete... 

is the 50th Anniversary of what is now Carrier COMBINE csccisiscceecces 

Refrigeration, and the 25th Anniversary of the 

incorporation of Carrier. EC a a CTO IO TTC TEI ee RR A OE ME CR . 
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can be opened with ease by a child yet are 


a by wind and drafts. The 
building interior has been treated with 
the latest sound absorbing materials. Un- 


usual lighting effects have been obtained by 
the use of bronze and aluminum fixtures 
of special design. Heating and ventilation 
is accomplished by the latest type of forced 
conditioned air, assuring ac omplete change 
of fresh air within the bank every three 
minutes; heating and humidity is con- 
trolled thermostatically. Vaults are of 
the latest type, entitling the bank to the 
lowest possible cost insurance, and the 
building is fireproof. 

Built of reinforced concrete, faced with 
semi-glazed terra cotta and with a base of 
“1 ack granite, the new home of the Pajaro 

Valley National Bank at Watsonville, 
California, incorporates the best of modern 
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bank construction. ‘The interior arrange- 
ment is U-shaped, with the officers’ 
quarters at the left of the main entrance. 
Also on the left, from front to back, are the 
note department, savings department and 
statement department. On the opposite 
side are the commercial windows. All told 
the office is equipped with 23 service win- 
dows, and the lobby floor is 67 feet long with 
an average width of 20 feet. 
ment, of the same size as the banking room, 
is given over to a directors’ room, and 
storage and vault space. The interior 
trim, including floors, is of marble with the 
exception of the work space. The entire 
building has been both air and sound 
conditioned. 

Use of Carrara structural glass lends a 
distinctive decorative note to the facade 
of the Bank of Weston, Weston, Missouri, 

















their own customers 


chants— the 


of the nation’s business. 





Thus they 








correspondent relationships 
with 
throughout the country give 
farmers, 
advantages of additional facilities. 
turn the Chase calls on these banks for many valuable 
services and through them figuratively feels the pulse 
Through the 
spondent banks speed their collections, secure loan 
accommodations on short notice, 
information on trade conditions and investments, ex- 
pedite transfers and keep posted on the current finan- 
cial standing of American and foreign corporations. 


broaden their own service 


| THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 


By establishing | 


the Chase, banks 


manufacturers, mecr- 


In 





Chase, corre- 


obtain up-to-date 


to customers. 
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The base-: 





showing the possibilities ‘of incorporating 
modern building materials‘to advantage 
in banks of any size. 

o . * 


Plans for 1940 Graduate School 
of Banking Session Announced 


Realization that the 1940 session of 
The Graduate School of Banking is close 
at hand comes with the news that four 
faculty members have been added to the 
teaching staff. 

The new faculty members are R. §, 
Alexander, assistant professor of market- 
ing, School of Business, Columbia Uni- 
versity, who has been added to the Eco- 
nomics faculty; Irvin Bussing, director of 
research, Savings Banks Trust Company 
and Savings Banks Association of the State 
of New York, who will lecture in the Savy- 
ings Banking course; J. Harvie Wilkinson, 
Jr., vice-president, State-Planters Bank 
and Trust Company, Richmond, Virginia, 
who has been added to the Investments 
staff; and Arthur F. Young, vice-president 
and trust officer, The National City Bank. 
Cleveland, Ohio, who will lecture on the 
investment aspects of trust work as a 
member of the Trusts faculty. 

According to the 1940 catalogue of The 
Graduate School of Banking, which is now 
available at the A. B. A. headquarters, 
22 E. 40 Street, New York City. this year’s 
session will be conducted as in the past at 
Rutgers University, New Brunswick. New 
Jersey, June 17-29. 

Sd ¢ e 


84- Year-Old Bank President 
Still Going Strong 


One of the oldest active bankers in the 
United States is W. H. Allen, who on 
February 1 rounded out 65 years of service 
with the Waynesville National Bank, 
Waynesville, Ohio. On the same day, 
Mr. Allen began his 40th consecutive year 
as president of the institution. Two days 
later he celebrated his 84th _ birthday 
anniversary. 

Mr. Allen continues to enjoy excellent 
health. During his entire career he has 
been absent from the bank only twice 
because of illness. 

His association with the Waynesville 
Bank dates back to its organization on 
December 14, 1874. He was the assistant 
cashier, at the age of 18, when the new 
bank opened its doors for business on 
February 1, 1875. 


W. H. ALLEN 
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Interesting statistical breakdown tells 
story of banking service 


Bank Folder Cites Comparative 
Costs of 20-25 Year Loans 


The United Savings Bank in Detroit is 
distributing an interesting folder on the 
subject of home financing, in which it 
sounds a timely warning to prospective 
buyers against thinking only in terms of 
monthly payments, rather than in terms 
of the final or total costs. 

The example cited is that of a $5,000 
loan, and comparison is made between 
financing it over 25 years and 20 years. 

‘The reduction in monthly payments of 
a 25-year loan as compared to a 20-year 
loan will amount to only $3.85,” the folder 
points out. ‘“‘However, you will pay 
$774 more interest for a 25-year loan than 
for a 20-year loan—the equivalent of the 
cost of a new car which you buy but 
never get. Is it worth it? This is the 
reason our bank recommends loans of 
20 years as the maximum period for 
economical home financing.” A table is 
reproduced showing the comparative costs 
and the savings obtainable on 20-year vs. 
25-year loans for varying amounts. 

There is also a table showing the com- 
plete initial costs in connection with 
obtaining FHA mortgage loans of different 
amounts, and the comparable cost of 
regular bank mortgage loans. Features of 
the bank’s 7-point mortgage service are 
outlined. Copies of the folder are avail- 
able from the bank upon request. 

’ . 2 


Savings Bankers to Gather in 
Boston May 8-10 


A record attendance 


expected at the 


Twentieth Anniversary 


Conference of the National Association of | 


Mutual Savings Banks, to be held May 
8-10 at the Hotel Statler, Boston. 

Questions of vital moment on such 
Subjects as railroads, mortgages and other 
real estate matters, insurance problems, 
municipal and government bonds, public 
utilities, and Federal legislation will be 
discussed. 

The annual get-together luncheon of 
small savings banks is a feature of the 
program. A banquet and grand ball for 
- delegates will be held Thursday evening, 

ay 9. 

More exhibits than ever before are 
expected at the annual business show of 
methods and equipment which is another 
Convention attraction. 
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Bank is Host to Contractors, 
Realtors at Dinner 


Other financial institutions may find the 
kernel of an idea in the FHA Loan Dinner 
given to more than 150 contractors and 
realtors by The Bayside National Bank, of 
Bayside, Long Island. 

Th his dinner was the first of a series to 
be tendered to local business men by the 


bank, in an effort further to stimulate 
activity in the renovation and remodeling 
of old houses, and the construction of new 
ones. 


Rules and regulations governing the 
granting of various types and classes of 
FHA-insured loans by approved sr Sal 
institutions were explained at the dinner 
meeting by prominent FHA officials. 

J. Wilson Dayton, president of The 
Bayside National Bank, is a former presi- 
dent of both The Real Estate Association 
of the State of New York and the Long 
Island Real Estate Board. 


U. S. Savings and Loan League 
Convention Plans Announced 


Members of the United States Savings 
and Loan League are urged to earmark 
November 13-15 for the forty-eighth annual 
convention, to be held in Chicago. This 
will be the sixth time that the organization 
has met in Chicago since it was founded 
there in 1892. 

As the first meeting in the ’40’s, this 
convention will take stock of what the 
decade of the °30’s did to and for the 
savings and loan business, states George 
W. West, Atlanta, president of the League. 
It will lay more emphasis on the construc- 
tion financing function of these institutions 
than any national meeting up to now, and 
will point efforts to more definite domina- 
tion of the housing field by private enter- 
prise. 

. . . 


New Publication of Interest 
to Banks and Customers 
YOU DON’T HAVE TO BE RICH, 
by Allan Herrick. Published by D. Apple- 
ton-Century Co., New York City. $1.75. 
Drawing on his 25 years of experience 
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in various phases of banking, the author, 
advertising manager of the Security-First 
National Bank of Los Angeles, has written 
this book designed to acquaint the man of 
modest salary with the best way to manage 
his personal finances. 

Non-technical and devoid of what is 
sometimes called the ‘“‘inspirational ap- 

roach,”’ the book is drawn from the real 
life experiences of everyday people. 
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.-. protection of the bank’s interests 
depends, in a large measure, on the 
soundness, timeliness and accuracy of 
the information upon which its invest- 
ment analyses and advice are bused— 


l HAT’S a fairly exacting formula, but a relatively easy one 
to follow with— 


Standard ‘Investor’s Guide Bond Reports 


To begin with, you have a complete record of company earn- 
ings on nine hundred and seven active bonds... each an . 
individual report that analyzes the company’s business. its 
present, as well as its prospective earnings and gives the 
position of the issue in the company’s picture. 

In other words, you not only get our opinion — market 
and quality ratings—with supporting evidence, but every 
other vital fact you need to determine for yourself the 
strength or weakness of the bond. 

The service includes the Standard— New York State 
Bankers Association Bond Quality Ratios, with underlying 
discussions in respect to their use. 

The reports are frequently revised and kept up-to-date. 

Send for sample reports and details of this bond report- 
ing service—It fits the rigid requirements of your bank in 
its portfolio supervision. 
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345 HUDSON ST., NEW YORK CITY 
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— 
DISTRIBUTION OF. 
OPERATING INCOME > 


GENERAL 
EXPENSE 
31.6% 


PROFIT 
25% 





How Mr. Kniffin shows the distribution of operating income over a long period 


Tracing Bank |RENDS 


An analysis of significant bank ratios which not only tell the story 


of past results but enable management to anticipate important trends 


HERE are no figures of the 

number of bankers who break 

down their banks statistically, 
year by year; who establish certain 
lormulae, and reduce their operations 
to these formulae and learn the signifi- 
cance of any changes that may 
appear as time goes by. Nor are there 
any figures showing how many bankers 
just drift along month by month, year 
by year, and only know what they 
have made, or lost, as the books are 
closed. That is to say, bankers who 
Wait until after time has done its 
work, rather than who anticipate time 
by forecasts and budgets. 

Speaking personally, I am an advo- 
Cale of careful study of the past in 
order to learn the lessons that history 
carries for those who will profit by 


By 
WILLIAM H. KNIFFIN 


Vice-president and Trust Officer, Bank of Rock- 
ville Centre Trust Company, Rockville Centre, 
New York, and author of ‘“‘The Practical Work 
of a Bank,” “American Banking Practice,” 
“Better Banking,” and other books 


them. I am an advocate of forecasting 
the banking future as far as possible 
in order to know where the ship is 
headed if it continues on the present 
course, subject to influences that may 
affect that forecast for good or ill. 

I have, for example, prepared a 
study of bond profits and_ losses 
running back some twenty vears, by 


classes of bonds. I have found that in 
a sizable amount of holdings, there 
have been no losses in municipals and 
governments over that long period. 
What shall be the lesson? It shall 
simply be that, if experience is any 
guide at all, I am safe in buying govern- 
ments and municipals now, because 
I have been safe in doing the same 
thing before, and for a time long 
enough to set a precedent. ‘The story 
of the rails is, however, quite different. 
That too has its lessons. 

Some five years ago, the New York 
State Bankers Association through a 
special committee made a very exhaus- 
tive and expensive study of bank 
operations over a period of years, 
from 1923 to 1934, and covering some 
700 banks in New York State outside 
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New York City. The chart of their 
loans shows an upward trend from 
1923 to 1929, and then a sharp 
decline, which has continued ever 
since. While the loans were going 
down, however, their investments were 
going up. Time deposits went up; 
demand deposits went down. The 
committee then broke the banks up 
into groups; and what happened over 
the field as a whole happened also in 
the groups; and what happened in the 
groups, happened in my own bank. 
The three charts fitted each other 
almost exactly in their significant ups 
and downs. Unquestionably every 
banker in the group knew that his 
loans were running off and that his 
bond account was running up, but to 
what extent many no doubt were not 
fully aware. But the principal lesson 
of that survey was that the banks 
had become investment institutions 
and were no longer primarily lending 
institutions, and that bank manage- 
ment must guide itself accordingly. 
That is to say, the bankers by and 
large are no longer credit men, they 
are bond buyers. They have had to 
be. They have left one field for 
another. 

Those who recognized the signifi- 
cance of that study and the charts 
that told the story, began to pay more 
attention to their bond accounts than 
to their loans as sources of income, 
because the changing times had com- 
pelled that shift. They are now in a 
new, or comparatively new, field. Of 
course, there will be loans as long as 
banks are banks, but the average 
banker has only to look at his loan 
charts, if he keeps them, to be forcibly 
reminded that his loans have been 
drastically cut since 1929, try as he 
may to stop the downward trend. 
And if he will look at another chart, he 
will find that prior to 1929, income 
lrom loans was the major source of 
income, but it has now given way to 
income from the bond account as a 
chief source of revenue. 

The point to be borne in mind in 
making up charts is first to decide 
upon what items are to make up the 
base figures and then adhere to that 
formula. Then to follow the trend 
year by year to see wherein it differs 
from previous years, and to ascertain 
what is the cause of the change. 

Agencies such as the Federal Re- 
serve banks make studies of banks by 
groups, and ascertain basic facts by 
groups and by averages. These are 
useful insofar as they show the 
average of certain factors. If my bank 
is under or over the average in respect 
to a certain item, I may not be able 
to change my ratio, and I may not 
desire to do so, but at least I may 
know that I am in line or out of line 
with my fellows in the same class. 
If, for instance, salaries take 25 per 
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The interest ratio is one of the most expressive to bank management 


cent of the operating income in a cer- 
tain group, and in my own case take but 
21 per cent, that is not to say I should 
necessarily increase the pay roll, but 
it shows that at least I am lower than 
the average. On the other hand, if 
my pay roll takes 30 per cent of 
operating income, I know that I am 
too liberal or they too miserly with the 
help. Each bank, naturally, has its 
own problems to work out in the light 
of its peculiar conditions, for we do 
not live on averages or price indices, 
but in a very practical world. What I 
am interested in is not the average 
price of 100 articles, many of which I 
may not use, but in the individual 
prices of the 100 articles I do use. 
Likewise, I am not concerned over- 
much with the average operating 
costs in 100 banks, but with the cost 
of the 100 items in my own bank. 
But averages will help me understand 
how my neighbors fare in the same 
field that engages me. 


T may be well to observe at this 

point, that a bank does not and can- 
not run on percentage marks. It does 
and it must run on dollar signs. It is 
the dollar income that counts, what- 
ever the source and whatever the 
percentage mark that created it. The 
percentage mark simply shows the 
relation of one factor to another for 
comparison purposes, an easy method 
to get relativity. 

It is not difficult to agree upon a 
formula as to what constitutes operat- 
ing income. It narrows down to a few 
items in all banks, the recurring items 


as contrasted to the non-recurring 
and non-standard income. But as 
to operating charges, we have room 
for differences of opinion. In some of 
the public reports of operations, taxes 
are segregated and taxes on income 
taken out after all other charges are 
set up, probably on the theory that 
income taxes are levied and are 
variable with income and come out 
of the absolute net profits after 
charge-offs. Of late, supervising au- 
thorities have been requiring heavier 
charge-offs on bank building and 
furniture and fixtures than can be 
taken on the income tax returns. 
Whether such depreciation is an operal- 
ing expense or not may be a debatable 
question, but be this as it may, if this 
item is in the standard set-up year 
by year we have at least a uniform 
test of earnings, period by period. 
Of course, this depreciation item 1s 
not a cash loss for the period, bul 
amounts to the same thing in ils 
finality. 

Taking a few bank ratios, let us 
see what they signify, and how 
important they are to management. 
First, but not necessarily the most 
important, is the ratio of interest on 
loans and interest on investments 
(separated or combined) to total operal- 
ing income. This shows how much ol 
income arises from the employment 
of the funds at interest —money loaned 
at a price—in contrast to services 
rendered for fees. If this is falling 
steadily we may know of a certainty 
what we may have already known 
only in a casual way, that we are nol 
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Of primary importance is the ratio of net to gross operating income 


running the same bank we used to 
Tun or running it in the same way. 
The falling off in loans has its answer 
in a falling revenue from this source, 
Whether shown in dollars or in per- 
centages. If income from the bond 
account is running up while income 
rom the loan account is running 
down, it is simply keeping step with 
the changing character of the bank’s 


assets. Parenthetically, I am not so 
much interested in the average rate on 
the bond account as I am in the dollar 
amount of income; and if adequate 
income cannot be had at, say 4 per 
cent, why not put more money to 
work at three or even two? The point 
is, get the income and it may be from 
a better class of investments (which 
of course, requires that more money 
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be invested) which not only improves 
the quality of the bond account, but 
at the same time maintains its con- 
tribution to the operating income. 
After the ratio of interest to operating 
income is found, the other sources of 
income —service fees, rents, etc., may 
be broken down into ratios or con- 
sidered as a group. We therefore 
have interest contributing a certain 
percentage to total, and other factors 
the remainder. As a matter of fact 
the latter will be found to have been 
increasing while the interest factor 
has been decreasing. What we have 
lost in interest we have regained in 
whole or in part through service 
fees, in some instances quite hand- 
somely so. 

2. The ratio of interest paid to 
interest received. That is to say, how 
much of the interest dollar is given back 
to those who produce the deposit 
dollar. This, in my mind, is one of 
our very significant ratios. During 
the era of the “Golden Glow,” as 
Charles A. Beard in his recent book 
calls the “twenties,” it will be found 
that the banks were giving back as 
high as from 40 to 50 per cent of the 
interest received. All of which means 
that the bankers were paying too 
much for their merchandise. A cut 
in interest rates means not only a 
reduction of, say, from 3 to 2 per cent, 
it means not only that the interest 
charge will be less in dollars; but it 
also means that the banker keeps more 
of his interest dollars for uses other 
than in rewarding those who entrust 
their dollars to his care. It widens 
the spread between interest paid and 
interest received. If, today we were 
paying the 1929 rates, many banks 
would be heavily in the red each year 
and some would be insolvent. In my 
own bank this factor has been reduced 
from 43.9 per cent in 1929 to 28.6 per 
cent in 1939. I know of no more 
expressive ratio than this. 

r 3. The ratio between operating 
income and expenses. Or, in other 
words, how much of the income dollar 
is spent in administering all the 
dollars in the assets. Obviously, if 
all the income were spent in operating 
the bank there would be no profit 
dollars, for the profits are the difference 
between the income and the outgo. 
If the income and the expense account 
show a more or less constant ratio, 
and that ratio has in the past produced 
profits, we know that our operating 
expenses are not getting out of hand. 
We cut salaries in order to reduce the 
ratio between outgo and income, that 
is all. A little saving here and there, 
little economies, more efficiency, less 
lost motion, will reduce the ratio of 
operating costs to operating income. 
(We must always distinguish between 
operating income and all income, 


See TRACING BANK TRENDS—Page 28 
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ITH the outbreak of the war 
last September came a wave of 
cheerful prophecies about the 
impending benefit that American busi- 
ness would receive through greater 
sales to Latin America. The thesis 
of these hopeful —if:slightly optimistic 
—forecasts was simple: Europe had 
been selling considerable value of 
merchandise to Latin America; now 
Europe would be unable to sell to 
Latin America in any such quantities; 
therefore, the demand which Europe 
could no longer satisfy would turn 
almost automatically to our shores. 
Unfortunately, foreign trade is not 
quite so simple as all that. To think 
only in terms of selling—that is, 
exporting—is not enough. Foreign 
trade may be likened to a mathe- 
matical equation. One side is export- 
ing, one side is importing. The two 
should balance over a period of time, 
though not necessarily as between any 
two nations; several countries may be 
involved on either or each side of the 
equation. The essence of foreign 
trade is that in the long run a nation 
can sell no more than it buys, unless 
it is willing to leave the difference 
with its customers as investments or 
donations. 
The war in Europe has actually 
increased the difficulties of selling 
American goods to Latin America. 
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Financing Soutu 
AMERICAN | RADE 


By 
JOSEPH H. DURRELL 


Senior Vice-president, The National City Bank of New York, 
New York City 


Bankers in this country are due to have considerable 


experience with Latin American trade financing with 


the continuation of war activity, states the writer. 


He outlines some of the present-day complexities of 


such transactions and the methods of handling them 


First, because much of the normal 
trade was three-directional. The Latin 
nation sold its agricultural products 
to Europe. With the foreign exchange 
which it thus received it purchased 
many of its requirements of manu- 
factured goods from the United States. 
We, in turn, used this foreign exchange 
for a multiplicity of dealings with 
Europe, including the purchase of 
merchandise there, the payment of 
insurance premiums and other financial 
charges, and the traveling expenses of 
American tourists. Now, many a 
Latin country finds its exports to 
Europe curtailed because of war condi- 


tions. Therefore, it cannot buy so 
readily from the United States. It is 
in like position to an individual whose 
salary has been cut and who must in 
consequence spend less. 


"THERE are other complicating fac- 
tors. Some nations have worked out 
arrangements by which they will buy 
of a Latin nation only as much as they 
can sell there —which means that they 
do not, in effect, give unrestricted 
foreign exchange for their purchases 
but limit this exchange to use in pur- 
chasing the products of their own 
industries. Thus the belligerent nation 
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Main floor of the National City Bank's branch at Sao Paulo, Brazil, during business hours 


conserves its gold and foreign exchange 
for war purposes, and in the process 
hinders the American exporter. 

ihis by no means indicates a hope- 
less situation for those who export 
American goods and for those institu- 
tions which customarily finance this 
trade. The nations of South America 
and of the Caribbean region remain 
our very large customers, with every 
indication that this volume of trade 
will grow even under the handicap of 
wartime impediments. The salient 
point is that it must be cultivated as 
trade, not as mere selling. The task of 
American business men and of Ameri- 


can bankers is primarily one of finding 
ways to buy from the lands to the 
south of us more of articles which do 
not compete with our own products. 
And this is not unduly difficult, given 
a little intelligent energy. 

Here are two very recent examples. 
An American bank learned of a native 
product which can be processed to 
yield a material that is widely used in 
industry and that is in lessened supply 
through the troubles in China. An 
able man in South America wanted to 
get this commodity flowing to the 
United States. It was not a banking 
loan at this early stage, but it was 


possible to find the source of some 
venture money for him. Within six 
months he had his raw material flow- 
ing in a steady stream, he had moved 
to the United States, and was process- 
ing his material here and selling it from 
his headquarters in an eastern city. 
At this writing, his volume of business 
is running at the rate of seven figures 
per year, though he has been operating 
less than a full year. 

Another similar operation, almost 
identical in every detail except the 
raw material and the finished product, 
is right now in process of development. 
The South American has purchased a 


branches in 11 foreign countries and in Puerto Rico and the Canal Zone, some of which are shown below 
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The National City Bank's branch at Buenos Aires, Argentina 


factory site not many miles outside 
New York, has his machinery moving 
into place. In a few months of 
intensive work he has developed a 
goodly list of United States customers, 
whom he is serving from his factory in 
his native country. He will be better 
able to serve them, once his North 
American plant is in_ production. 
Within six months this enterprise will 
almost surely be on its feet, providing 
employment for American labor and 
essential materials for American 
industry. 

There are assorted other projects of 
the same sort in various stages of 
development right now in a great 
many American business offices. Each 
one that is successful creates an 
amount of foreign exchange which the 
Latin country can and will use to buy 
United States goods. From the bank- 
ing standpoint, we get an opportunity 
to be of service—and, therefore, to 
earn our compensation—when the 
goods are imported into this country. 
We or some other bank with a foreign 
department will have an opportunity 
likewise to be of service when the 
foreign exchange thus created is spent 
for goods which will be exported from 
this country. The principle of such a 
transaction is that nobody loses by it, 
everybody gains. 

There are two major ways lo handle 
the banking arising out of trade with 
Latin. America, and each method has 
its adherents. By one method, an 
American bank works in correspondent 
relationship with local banks in the 
other countries, which banks may be 
of local ownership or of ownership 
affiliated with any nationality. By 
the other method, an American bank 
maintains its own branches in these 
other countries, transacts its business 


through these branches in much the 
same general fashion as though they 
were domestic branches subject to the 
inherent distances and customs of 
their localities. 

It happens that our institution 
operates through its own branches in 
those countries where the available 
volume of business justifies them. 
Since this is the method with which I 
am most familiar from first-hand ex- 
perience, this article will concern itself 
principally with the foreign-branch 
type of operation. 


N the countries to the south of the 
United States, we operate forty-one 
branches in eleven foreign countries 
and in Puerto Rico and Canal Zone. 
Two other American institutions main- 
tain somewhat less extensive foreign 
branch operations in some of these 
countries. Several Canadian banks 
have branches to the south, most 
intensively in the British possessions. 
And throughout the territory, there 
are many organizations of other foreign 
nationality. There are in various 
South American and Caribbean cities 
banks which are entirely, predomi- 
nantly, or partially owned by the 
citizens of several European countries. 
There are British banks, French banks, 
Italian banks, German banks, Dutch 
banks, Belgian banks, and banks of 
other nationalities in a few places 
where their fellow countrymen or 
their trade channels make such oper- 
ations desirable. 

Many a banker in the United States 
is likely to have his first experience 
with Latin American foreign financing 
if the war continues long. Necessarily 
there will be an amplification of the 
trade relationships if war activity in 
Kurope should unhappily become more 
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intense. So it seems possible that 
orders from Latin America may eventu- 
ally become more of a commonplace 
in communities which have previously 
had little to do with exportation. 


OREIGN trade financing presents 

some complexities arising from the 
mere fact of the transaction crossing 
a foreign border. It presents others 
because of abnormal restrictions arising 
out of exchange shortages which force 
some of the other nations to require 
that imports be licensed or that 
exchange be licensed, or both. A bank 
which has a foreign department is 
ordinarily familiar with the mechanics 
of foreign financing. And it usually 
places at the disposal of its corre- 
spondent banks all of its knowledge 
and facilities. Since there are in the 
United States only a relatively few 
banks with foreign departments, and 
these chiefly to be found in sizable 
cities, it follows that such assistance 
to correspondent banks is considered 
as in the ordinary course of any 
foreign department’s daily job. 

Aside from the exchange restrictions, 
foreign trade financing differs from 
domestic financing more in appearance 
than in fact. Because buyers and 
sellers are separated by thousands of 
miles and by international borders 
which present a natural impediment 
to the legal processes available in 
domestic transactions for enforcing 
contracts and collecting indebtedness, 
the emphasis in foreign trade has 
tended to be upon the individual 
transaction more often than upon open 
lines of credit. Often, the exporter 
receives payment when the _ goods 
leave this country, or else draws a 

See SOUTH AMERICA—Page 33 
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By HENRY D. RALPH, Washington Correspondent 


Suggested Uses for Idle 
Bank Credit 


Banks are defended against charges 
that they are responsible for idle 
money, and at the same time offered 
three suggestions for stimulating the 
demand for credit in an article in the 
current Federal Reserve Bulletin by 
Woodlief Thomas, assistant director 
of the Reserve board’s division of 
research and statistics. The title of 
the article is ““The Banks and Idle 
Money.” 

Pointing to the tremendous growth 
in bank deposits and the huge excess 
reserves, the author declared it is clear 
that there is no lack of potential credit 
facilities in the banks, but that there 
has been a limited demand for bank 
credit. ‘“The problem then is not one 
of banking facilities but of credit 
demands and banking standards. It 
is necessary to go beyond the banking 
system and even beyond the financial 
system to find a complete solution, 
although these systems would need to 
share in the task. When the problem 
is viewed as one of keeping savings 
actively invested it covers a much 
broader field than the banking system.” 

This does not mean, however, that 
the banks have no further responsi- 
bility or that there is nothing further 
they can do, Mr. Thomas declares, 
and he discusses three possible ways 
of increasing credit: lower interest 
rates, larger holdings of long-term 
securities, and greater credit for small 
businesses. 

In discussing lower interest rates he 
Says there is some question as to how 
much stimulus to the use of money is 
proved by low interest rates in them- 
selves, although the cost of money is 
at times a factor of some importance, 
especially in the field of long-term 
borrowing, as on mortgages or through 
bond issues. He declares that interest 
rates have already declined so far that 
banks are having difficulty in meeting 
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WOODLIEF THOMAS, assistant director of Federal Reserve Board’s division of 
research and statistics 


. . « discusses three possibilities for expanding bank credit 


expenses and further reduction in 
interest rates is not exclusively a 
matter of profits to the stockholders 
since if banks reduce interest rates 
much further some of them might 
have to go out of business or would 
need to impose heavier charges on 
depositors for services rendered. He 
points out, however, that all interest 
rates have not declined equally, and 
suggests that most banks and the 
general public might benefit from 
further reductions in rates for bank 
accommodations to the general run 
of small borrowers, in safeguarded 
mortgage loans, and in long-term 
bonds and capital issues. 

Banks should adopt a new attitude 
toward long-term investments, says 
Mr. Thomas. “Although banks are 
worried about low interest rates from 
the standpoint of earnings, many banks 
also fear the effect of a possible rise in 


interest rates in lowering the current 
market values of investments held in 
their portfolios. The handling of this 
problem is in part a responsibility of 
the public authorities, but it will also 
require some change in attitude of 
bankers themselves as to investments. 
Banks will need to realize that they 
are to an increasing extent institutions 
for the investment of savings as well 
as holders of demand deposits and 
suppliers of short-term credit. They 
will be justified, therefore, in holding 
long-term investments and will need 
to do so in order to assure active use 
of the country’s savings. 

“Banks should not, of course, place 
too large a portion of their resources 
in long-term bonds, but should main- 
tain a proper spacing of maturities 
and hold sufficient secondary reserves 
in readily marketable assets to provide 
such liquidity as they may need, and 
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PRESTON DELANO, Comptroller of the Currency 


. urges careful study before changing present banking system 


these needs will vary from bank to 


bank. Changes in prices of high 
grade . bonds, however, reflect pri- 
marily variations in interest rates 


rather than doubt as to coupon pay- 
ments or as to return of principal at 
maturity, and as long as banks do not 
have to sell their holdings of these 
bonds they can ignore price fluctu- 
ations. Investment policy of banks, 
like that of life insurance companies, 
should take these factors into con- 
sideration and be less susceptible to 
changes in current market prices. By 
following such policies banks can 
increase their earnings in times such 
as the present, when rates on long- 
term obligations are so much higher 
than short-term rates.” 

Greatest stress is laid by Mr. 
Thomas on the possibilities of expand- 
ing bank credit by improving facilities 
for financing small business enter- 
prises, and he endorses, without men- 
tioning it, the pending Mead bill to 
create an industrial loan corporation 
which would utilize the existing ma- 
chinery of the Federal Reserve System. 
“This field,” he says, “‘is one to which 
special measures may need to be 
applied in order to aid banks in meet- 
ing the demand. Either because the 
type of financing needed by these 
enterprises is of a nature which banks 
have not cuslomarily supplied’ or 
because o! past unfortunale experience 
with such loans, banks are hesitant lo 
enter this field on any broad scale. It 
cannot be denied that this is a costly 
and risky business. The problem is 
one of finding a way to supply business 
with such financing as it may need 
and at the same time to safeguard the 
soundness of our banking system.” 


Banks cannot be expected to supply 
needs for equity capital, Mr. Thomas 
declares flatly, although he points out 
that they can do so to a limited extent 
by means of amortized loans which are 
renewed from time to time. Our 
system of individual banks with strong 
local conditions is in an excellent posi- 
tion for supplying credit needs to 
small local enterprises, but because 
the banks are small and their activities 
are limited to their own localities it is 
frequently difficult for them to obtain 
a wide diversification of risks or to 
supply the specialized services and 
supervision necessary for loans of the 
type demanded. He declares that 
creation of an industrial loan corpora- 
tion which would utilize the existing 
machinery of the Federal Reserve Sys- 
tem would provide a mechanism for 
distribution of risks, for guidance to 
banks unfamiliar with loans of this 
type, and for extension of credit which 
local banks are unable to care for by 
authorizing a government agency to 
finance business concerns directly or 
in co-operation with commercial banks 
and lo insure commercial banks against 
loss on certain types of loans. 

. . e 


The Comptroller’s Report 
for 1939 


The existing systems of banking and 
Federal bank supervision are nol 
perfect, but changes should be made 
only after a very thorough study of all 
aspects of the situation, it is declared 
by Preston Delano in his annual 
report as Comptroller of the Currency. 
Because a thorough investigation of 
our banking laws and the need for 


changes in them is now under way by 
a Senate committee, the Comptroller 
made no recommendations for legisla- 
tion, but he declared: 

“There are many adjustments which 
must be made to meet changing condi- 
tions. In determining the character 
of these adjustments, great care and 
wisdom must be exercised. Every 
available resource must be thoroughly 
explored and to that end it is essential 
that there be very close co-operation 
between bankers and the government 
and between the several agencies of 
the government which are interested 
in the subject. It is manifest that 
every effort should be made to pre- 
serve the good features of the existing 
systems, recognize and correct their 
shortcomings, and formulate methods 
whereby banking may be made to con- 
form to the needs and demands of our 
rapidly changing economy. This re- 
quires vision and imagination, wisdom 
and statesmanship. Because of the 
intricacies of our present-day eco- 
nomic structure, the task is difficult. 
However, it is essential that the 
future development of our banking 
system should be carefully planned, 
rather than permitted to evolve hap- 
hazardly, in order that adequate credit 
facilities, so essential to our continued 
economic and social progress, shall be 
available even in times of stress and 
great emergency.” 

Mr. Delano’s report is less than one- 
third the size of recent annual reports 
of the Comptroller, and omits many 
detailed tables of statistics relating to 
banking and finance which in the past 
have contained information generally 
available from publications of other 
government agencies. It does contain 
the usual figures on activities and 
conditions of national banks at the 
close of the last fiscal year, and also 
contains an interesting historical sketch 
of the growth of the national banking 
system and of the Comptroller’s office, 
and a detailed discussion of policies 
followed in liquidating national banks 
closed during the banking holiday of 
1933 and subsequently. 


e 


Financing Low Rent 
Housing Projects 


Banks are taking an_ increasing 
interest in participating in the financ- 
ing of subsidized slum clearance and 
low rent housing projects, according 
to officials of the United States Hous- 
ing Authority. 

This participation is coming about 
in two ways, through the purchase o! 
short-term notes to finance actual 
construction of projects, and through 
the purchase or distribution of long- 
term bond issues to cover part of the 
capital cost of projects. In both cases 
the securities are issued by local 
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housing authorities set up under state 
laws rather than by the USHA, but 
the fact that the USHA has contracted 
to supply the balance of the needed 
capital and to provide an annual 
operating subsidy serves in effect as a 
Federal guarantee that the projects 
will be able to service their loans. The 
USHA is authorized to loan up to 
90 per cent of the capital cost of a 
slum clearance and low rent housing 
project at interest rates of 3 to 3% 
per cent, and local housing authorities 
are required to raise at least 10 per 
cent of the capital. In several cities 
the local authorities have been able to 
raise up to 20 or 25 per cent of the 
capital cost by the sale of bonds 
through local banks at interest rates 
lower than that charged by the USHA. 
In addition, a score of local housing 
authorities have sold short-term con- 
struction notes aggregating $85,000,- 
000, chiefly through their local banks, 
at interest rates of less than 1 per 
cent, thus postponing the time when 
they must take up their 3 per cent 
loans from the USHA. 

The success of these operations gives 
promise of a steady reduction of the 
share of the United States Government 
in the financing of public housing 
programs, in the opinion of Nathan 
Straus, Administrator of the USHA. 
He declared that it is to be expected 
that, as future tests of the market 
demonstrate the readiness of investors 
to assume a larger share of the financ- 
ing, the participation of the USHA 
will be correspondingly reduced so 
that before long it may be as low as 
60 per cent, or even less. Still pending 
in Congress is a bill to double the 
lending authority of the USHA, since 
its present authority of $800,000,000 
is virtually all earmarked to 347 
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approved projects, but the bill met 
vigorous opposition during the last 
session and at present its enactment 
is in considerable doubt. 

* 7 S 


Co-ordinating the Super- 
vision of Banking 


Important support for proposals to 
revise and co-ordinate Federal super- 
vision of banking has come from 
an unexpected and non-banking source, 
the Attorney General’s Committee 
on Administrative Procedure. This 
committee, composed of a number 
of prominent attorneys outside the 
Federal Government, and headed by 
Dean Acheson, former Assistant Secre- 
tary of the Treasury, is making a series 
of studies of the procedures of various 
government agencies and has already 
issued reports on the Federal Reserve 
System, Federal Deposit Insurance 
Corporation, and Comptroller of the 
Currency. Forthcoming reports will 
deal with the Bureau of Internal 
Revenue, Federal Home Loan Bank 
Board, Securities and Exchange Com- 
mission, and many others. 

One purpose of the committee is to 
develop information to prevent Con- 
gress from enacting drastic legislation 
aimed at curbing “bureaucracy” and 
to define rules of procedure for all 
Federal regulatory and adminstrative 
agencies. One such bill, drafted by 
the American Bar Association and 
known as the Logan-Walter bill, has 
been favorably reported by committees 
in both House and Senate and is 
receiving strong support, but it is 
opposed by the administration on the 
ground that it would place all agencies 
under uniform systems of procedure 
regardless of their problems and would 
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tie up regulations by hearings and 
appeals to the courts. 

The reports on the three bank 
supervisory agencies point out clearly 
that the nature of their regulation is 
so different from that of many other 
Federal agencies that there would be 
more harm than good in subjecting 
them to a uniform method of proce- 
dure. The committee points out that 
there has been a traditional policy of 
withholding from the public all infor- 
mation which, either with or without 
justification, might provoke a deposi- 
tors’ run on a bank, and declares that 
in such cases it would be unwise to 
require public hearings and provide 
opportunity to appeal to the courts at 
every step of the regulatory process. 
On the other hand, the committee 
suggests that this same policy of 
secrecy need not be carried over com- 
pletely into the field of making regula- 
tions. It suggests that certain safe- 
guards against mistaken action should 
be observed, such as a requirement 
that reasons for adverse decisions be 
fully stated and adequate opportuni- 
ties provided for affected interests to 
confer with the regulatory bodies and 
to obtain reconsideration of adverse 
rulings. 

In all three reports the Attorney 
General’s Committee criticizes the 
divided and overlapping jurdisction of 
the banking supervisory agencies, call- 
ing it a “crazy quilt pattern,” resulting ~ 
in “confusion in general and at times 
delay in effectiveness in particular 
cases.”” 

The committee’s reports are expected 
to carry considerable weight with the 
Senate Committee on Banking and 
Currency during its current investiga- 
tion of monetary and banking policies 
of the government. 


Banks are participating in financing of slum clearance and low rent housing projects of this nature 
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MALL loans can never provide a 
S dollar volume adequate to replace 

the old-time commercial demand 
in a sizable bank. But they can, ag- 
gressively developed, supply lucrative 
employment for a substantial propor- 
tion of a bank’s idle funds. Our insti- 
tution’s experience in this field has 
satisfied us that what it takes is 
primarily a good, active job of business 
promotion. 

Frankly, we had not expected this 
type of business to develop into any- 
thing more than a minor side line. The 
bank’s first step in this direction came 
with the Federal Housing Administra- 
tion’s modernization loans, back in 
1934. Loan demand had shrunk to the 
vanishing point when the Title I loan 
plan was announced. It looked like the 
opportunity to get ourselves some 

' revenue-producing business. Se we set 
about getting it. 

Obviously, the big volume of such 
business could be most readily ob- 
tained through the businesses which 
would sell the materials and supply the 
work. We began soliciting the local 
lumber yards and the building supply 
dealers almost before they realized the 
possibilities of the new housing law. 
When, presently, equipment such as 


refrigerators and electric stoves be- 
came eligible, we went to the folks who 
And we began advertising 


sold these. 











fv 4 
Borrowing money from friends or relatives 1s us ually an unwis 


practice. Such requests ore frequently an imposition on others 
and often lead to serious disagreement. 
Hf you need money, it is not necessary to embarrass yourself 
; when it is easy to obtain 





or your fnends or relatives 

a Personal Loan at this Bank 

* Responsible men and women use Personal Loans when con 
trated with some unusual expense . to pey doctor or dentist 
bills. . . to meet insurance qemiens . . » to buy o new car 

- +o to assemble scattered obligations in one place. 

Personal Loans are obtainable at low rates. Repayment is 
made monthly over a convenient penod of time. 

You ate invited to drop in and discuss your financial pro blems 
with us. Allepplications are given prompt attention 
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Ipeas for Bui_pInc 
Small Loan Novume 


By 


FRANK R. SAGE 


Assistant Cashier, lowa-Des Moines National Bank & Trust Company, 
Des Moines, lowa 


Profiting from its experience gained as a pioneer 
in FHA Title | financing, this lowa bank has been 


able to attract a profitable volume of small loan 


business. Outlined here are its promotion methods 


in small, inexpensive space in such local 
trade publications as the State Lumber- 
men’s Association Journal to spread the 
news of our willingness to handle this 
brand-new class of business. 


OUPLED with a steady personal 

solicitation of all likely sources of 
bulk loans wasa modest volume of news- 
paper and direct mail advertising. The 
results in dollar volume of these loans 
yielding a generous return were most 
gratifying. Eventually we were told 
that our bank had been one of the very 
largest producers of FHA Title I loans 
during the first period when these 
loans prevailed, from 1934 into 1936; 


a good many banks with numerous 
branches had exceeded our showing, 
but we were in the top handful of unit 
banks. In other words, our business- 
getting formula had proved itself. 

As we entered the business in 1934, 
we were exceedingly cautious. Lacking 
any experience with small loans, we 
doubted that the FHA insurance ol 
20 per cent of the total volume of 
modernization loans was adequate pro- 
tection. So, to permit ourselves a 
liberality of credit judgment which we 
might otherwise have hesitated to ex- 
ercise, we obtained from a number ol 
firms a commitment to guarantee us 
against loss up to 10 per cent of the 


The bank's advertising effort is largely concentrated on small loans because (1) it nets dir 





i ‘¢ m, 





FOR MANY PURPOSES 


Responsible men and women use Personal Loans 
when confronted with some unusual expense .. - 

















insurance premiums . . . to buy 4 new car... or 
to assemble scattered obligations in one place. 
Personal Loans are offered to Des Moines 
borrowers at low rates. Repayment is made 
nonthly over a convenient period of time. 


You are invited to drop in and discuss your 
problems w 
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Would you like to install gas heet. an cil burner o 
Does your home need insulation, storm windows 
stripping? !s your ree! in good repair? 






Through our Modem zatio~ Loen Department borrowe 






obtain money for repairs and improvements, o: for instaliat 
permanent equipment to make ther homes wore comtortet 
against thecoming of Winter 






The cost of such financing is low. Payments may oe extended 
over @ suitable period of time to meet individual requ remen 
You are invited to inquire at our Modemization Loan Deport 


ment for complete nforration. All applications are giver promet 
attention. 
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View of the bank's time payment plan department. 


total volume of business that we ac- 
cepted from them. 


TEEDLESS to say, we never called 
on these guaranties. But we found 
that their existence made the guaran- 
lors exceedingly helpful in handling all 
difficulties with borrowers. If Bor- 
rower Brown, halfway across the state, 
failed to meet his payment, within a 
lew days we called his delinquency to 
the attention of the Des Moines lum- 
ber company which had given us the 
business and guaranteed a blanket per- 
centage. They, in turn, wrote to their 
branch lumber yard which had origi- 
nated the business. And their local 


a 





manager prodded Brown so urgently 
that we presently received his remit- 
tance. 

As the first era of Title I approached 
its close on April 1, 1936, and we en- 
tered the period when there was no 
FHA insurance on modernization and 
equipment loans, we took stock of the 
situation. We had a cozy volume of 
these notes in our note case, yielding a 
desirable rate of return. They had 
shown a very small rate of delinquency. 
It had been nice business for us, and 
for the commercial houses which had 
turned it over to us. So, after some 
serious talks with these suppliers, we 
emerged with guaranties varying from 


ets dingesults, and (2) it reaches the average individual and builds good will for the bank 


















The author is seated at the middle desk 


10 per cent to 20 per cent. The effec- 
tive argument that we used was that 
the larger the percentage of responsi- 
bility the dealer would assume, the 
more liberal could be our policy in 
passing on the credits he brought. 


WITH these private guaranties tak- 

ing the place of FHA insurance, we 
went ahead making modernization and 
equipment loans in steadily increasing 
volume. Those dealers whose credit 
standing was less than tops usually 
agreed to permit us to set up special 
trust funds into which we placed the 
guaranteed percentage of each note 
discounted or purchased. The business 
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“Iowa's Largest Bank” 


lowa-Des MOINES NATIONAL 
& Trust COMPANY 
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At lowa’s Largest Bank 


You con borrow money at low sates here to finance the 
purchase of your next automobile, 


New cars may be financed for sny term up to 18 months. 
Used cars may be financed for any term up to 12 months. 
No co-makers or endorsers required. You may place your 
insurance with the agent you choose, 














When you are.ready to buy a car, come in and get 
complete information about an Automobile Loan, All 
applications given. immediate attention. 
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\UTOMOBILE LOANS. 





Some of the miscellaneous types of promotion material used to stimulate small loan volume 


continued coming to us from all over 
our state. 

When Title I loans were again auth- 
orized, they no longer provided for 
insuring equipment loans. So we con- 
tinued our guaranty arrangement with 
equipment dealers, and to this day use 


- it to excellent effect. Likewise, the 
same guaranty is useful in enabling us 
to make a good many loans of Title I 
type which may fail to satisfy the 
precise requirements of the FHA in 
some single respect. 

The natural evolution of this loan- 
ing program brought us to personal 
loans. There is no need to give here an 
explanation of how these loans operate. 
Some are collateralized, some carry co- 
maker endorsements, some are the un- 
supported obligation of the maker. 
They are not paid off in regular install- 
ments, but rather obligate the bor- 
rower to open a savings account and 
make regular deposits against the sum 
for which he is responsible; then, at the 
end of the term of the note, his savings 
balance is applied against the note. 

Incidentally, we carry group life 
insurance on all of our uncollateralized 
small loan borrowers. This costs the 
borrower six per cent of the principal 
per annum, and insures the borrower’s 
heirs or cosigners against the neces- 
sity of paying the loan if his death 
occurs during its term. 

Our experience with personal! loans 
has been entirely satisfactory. The 
borrowers typically meet their obliga- 
tions promptly and scrupulously. The 
loans are of a type desirable not only 
to the bank but also to the borrower — 
and, often, to his employer because 
they serve to give the employee the 
benefit of credit at bank rates. 

We have found that an excellent 


source of this type of loan is the em- 
ployer. Our commercial department 
officers in their contacts with com- 
mercial customers keep our facilities 
for making small loans in mind, and in 
the customers’ minds. Many of our 
customers’ organizations have credit 
unions, of course. But there are many 
personal loans in business organiza- 
tions which are made outside the 
credit union — because they are too big, 
or often because the borrower prefers 
not to have his personal affairs known 
to his fellow workers. 


ONE consequence of our commercial 

department pushing small loans is 
to be found in some of the agreements 
maintained between the bank and 
some big customers. One company 
worked out with us an arrangement by 
which it would send to us any em- 
ployees in need of loans and worthy 
of loans. To facilitate handling the 
loans and to reduce the handling cost 
to the bank, thus entitling employees 
to a lower rate than would otherwise be 
necessary, this firm accepts from any 
employee who borrows at our bank an 
authorization to deduct from his wages 
or salary the sum required for his regu- 
lar deposit; then the company treas- 
urer sends us a check for the amount 
of the total deductions. When the 
first of these employee loans reached 
the paid-up stage, we returned the 
treasurer’s check because it included 
another deposit for the employee whose 
obligation had been satisfied. The 
treasurer promptly sent it back with a 
message which told us, in effect, that 
we were to continue accepting deposits 
for any paid-up employee until and 
unless the employee requested the 
salary deductions discontinued. The 








consequence of this plan is that ap- 
proximately 10 per cent of that com- 
pany’s employee-borrowers continue 
to make their regular deposits by pay- 
check deduction, and have become 
savers instead. 

After the first of these paycheck 
deduction plans had been tried out, we 
entered into the same plan with a 
number of other good commercial 
customers, and today have several such 
arrangements in effect. Also, we have 
commercial customers whose attitude 
is that if it were not for our personal 
loan department they would have to 
make salary advances. Therefore, they 
give us a blanket guaranty of 100 per 
cent of the indebtedness to the bank of 
all of their company employees whose 
loans have been approved by the em- 
ployer. The employee does not know 
of this guaranty. He merely knows 
that when he goes to the boss and asks 
for an advance, the boss tells him, “Go 
down to the lowa-Des Moines Na- 
tional Bank. I'll call them up and tell 
them to fix you up.”” We o. k. the loan 
over the telephone and next day re- 
ceive a letter placing the new loan 
under the blanket guaranty. 

After we had our personal loan divi- 
sion working smoothly, we decided — 
rather tardily —to enter the automo- 
bile loan field. Rather than disturb 
existing relationships between dealers 
and their sources of funds, we decided 
to confine our loaning to individual 
purchasers of used or new automobiles. 
Clearly, this policy cannot produce as 
large a volume of automobile business 
as if we were to solicit business direct 
from dealers. But we believe that it is 
in many respects more desirable for 
our institution. 

See SMALL LOAN PROMOTION—Page 34 
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CLEARING HOUSE PRESIDENTS 

























HERMAN WALDECK, Chicago. . . Organized March 3, 1865, the Chicago 
Clearing House Association last month celebrated its 75th anniversary. Mr. Waldeck, 
association president, is executive vice-president of the Continental Illinois National 
Bank and Trust Company. 


CHARLES K. McINTOSH, San Francisco... Board Chairman of the Bank 
of California, N. A., and a director of the Federal Reserve Bank of San Francisco since 
its organization, Mr. McIntosh has been president of the San Francisco Clearing House 
Association since 1929. 


JOSEPH M. DODGE, Detroit ... President of the Detroit Bank since 1933. 
Mr. Dodge was elected president of the Detroit Clearing House Association at the 
first of this year. His editorials, articles and addresses on banking subjects have 
attracted wide attention. 


ANDREW PRICE, Seattle... Well known to bankers as general chairman of 
the 1939 A. B. A. convention, Mr. Price has been elected president of the Seattle 
Clearing House Association for this year. He is presi- 

dent of The National Bank of Commerce. 


A. E. BRAUN, Pittsburgh ... In 1933 Mr. 
Braun was elected president of the Pittsburgh Clearing 
House Association, and has subsequently been re-elected 
each year. He is president of the Farmers Deposit Na- 
tional Bank and the Reliance Life Insurance Company. 


DAMERON BLACK, Atlanta... Mr. Black is 
vice-president, secretary and treasurer of the Trust 
Company of Georgia, having been in the continuous 
service of this institution since 1923. He was elected 
president of the Atlanta Clearing House Association 
effective January 1, this year. 


EDGAR L. MATTSON, Minneapolis... Mr. 

Mattson, president of the Midland National Bank & 

Trust Company since 1932, has served as president of 

CHARLES K. McINTOSH JOSEPH M. DODGE the Minnesota Bankers Association and the National 

Bank Division of the American Bankers Association. He 

was elected president of the Minneapolis Clearing House 
Association at the start of this year. 


OLIVER G. LUCAS, New Orleans... After 
an extensive experience in nearly all phases of banking, 
in various localities including Port au Prince, Haiti, 
Mr. Lucas was elected president of The National Bank 
of Commerce in 1933. He has been president of the 
New Orleans Clearing House Association since the first 
of the year. 

W. J. BRAMMAN, St. Louis . . . Recently re- 
elected for a second term as president of the St. Louis 
Clearing House Association. Mr. Bramman is executive 
vice-president of Mississippi Valley Trust Company. 
He is a member of the board of the RFC, and is 
ANDREW PRICE A. E. BRAUN treasurer of the St. Louis Chamber of Commerce. 


HERMAN WALDECK 
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AT precisely 9 o’clock on the morn- 
A ing of a mild April day there 
entered the Ferndale National 
Bank a man by the name of Cotnett. 
“IT would like,” said the visitor, 
nervously grabbing the counter edge, 
“a convoy.” 

Cashier John Atwood gave the thin, 
wrinkled face belore him a careful 
side glance. 

“Did I understand you to say a 
convoy, sir?” 

“Yes, a convoy for myself and $4,000 
in currency. Do you do such things?” 

“Well... I doubt if it’s in our line. 
Would our village constable be of 
any help?” 

“Id rather have a man trained in 
banking accompany me.” 

“*T see,” nodded John slowly. ““Won’t 
‘you just step in, sir. Our Mr. Clutch- 
bill is about due. I would like to have 
you talk with him on the matter.” 

John admitted the elderly gentleman 
to the front office and offered a chair. 
Mr. Cotnett settled gingerly on the 
chair edge, held an immaculate derby 
grimly on one hand, and looked [it- 
fully around him. 

Traveling on perfect schedule Direc- 
tor Clutchbill placed his hand on the 
bank door latch at exactly 9:15, 


entered and let himself into the front 
ollice. 
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Director Clutchhill 


SeRvEs 75 Convoy 


By 
FRED COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


In his capacity as bodyguard to a little black bag 


Mr. Clutchbill finds plenty of adventure. In fact, 


things appear quite disastrous for a time, until the 


cagey director teaches a fisherman a lesson on bait 


“IT would like a convoy for myself 
and $4,000 in currency for this 
evening,” burst forth Mr. Cotnett in 
an anxious voice as soon as he was 
presented, plucking out a letter which 
he handed Mr. Clutchbill. 

Getting into his spectacles with an 
occasional look at the visitor, Mr. 
Clutchbill examined the letter and 
read: 


Mr. Oswald Cotnett, 
14 Taller Court, New York City. 

Dear Sir: 

$4,000 is quite agreeable to me as the pur- 
chase price of my cottage, Warrior Roost. 

If vou care to fetch the funds to Shady 
Point, Lake Champlain, in the form of $10 
notes at 8:30 P.M. on the evening of April 



























8th, I shall be at the cottage prepared to 
deliver the deed. 


Very truly yours, 
Philip Van Needer. 


“This communication,” hurriedly 
explained Mr. Cotnett, taking back 
the sheet, “‘grows out of a visit of my 
daughter to the lake last autumn. 
She saw the cottage and wanted it. 
I made the offer upon learning the 
owner’s name. He is, I understand, 
an old artist and queer. I dislike to 
go to a rather isolated spot at night 
carrying $4,000, yet I do not want the 
trade to fall through. Could vou 
arrange for some one to accompany 
me?”’ 

“Hrerm,” said Mr. Clutchbill, “! 
don’t like the looks of things. Have 
you satisfied yourself beyond a doubt 
you are dealing with a safe party?” 

“Quite. The letter is written on a 
letterhead embossed with the name ol 
the cottage and postmarked from the 
nearest railway point.” 

‘“‘Have you ever been out on Shady 
Point?” inquired Mr. Clutchbill. 

*“No, I have not.” 

*“‘H’mff, it’s the devil of a place even 
in daylight. How had you planned 
to go?” 

“As it is some 90 miles, I had 
expected to engage transportation by 
motor car.” 

“I have a friend who would be glad 
to supply a car,” meditated Mr. 
Clutchbill. 


“I would like a convoy for myself 
and $4,000 in currency”’ 
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““My bag is gone!’ 


“T’ll make it worth your while if 


you will come personally. The trans- 
fer is to take place this evening.” 

“I might tackle it,’ admitted Mr. 
Clutchbill in a hesitating voice. ‘‘We 
shall have to start from the bank here 
at 5:30.” 

With admirable promptness Mr. 
Clutchbill, riding in the car of his 
trusted bodyguard, Cal Bannister, 
drew up at the curb at the Ferndale 
National at the stated time that after- 
noon. Mr. Cotnett, who was waiting, 
picked up a small black bag and was 
invited to occupy the rear seat of the 
old-fashioned, high-posted sedan. 

“Is the money in that black bag?’ 
asked Mr. Clutchbill uneasily before 
giving Cal the word to go. 

“Yes, I have the $4,000 securely 
packed in my bag.” 

“Tl advise placing the money next 
to the body.” 

“But [ve carried it all the way from 
New York in the bag,” complained 
Mr. Cotnett. ‘“‘And besides, $4,000 
in 10’s even when distributed make 
awkward lumps to lean against.” 

“As you choose, sir. For myself, 
I never liked a black bag at night. 
It’s harder to keep track of than a 
tomeat. Let her go, Cal.” 

Mr. Bannister’s exhaust pipe which 
had been throbbing patiently now 
sent up a triumphant wild roar. The 
car pointed her nose for Shady Point 
40 miles away. 

Two hours later ancient pines 
trudged soberly hand in hand beside 
the car along the darkening highway. 
No one spoke. The inmates of the 


wailed Mr. Cotnett suddenly, while pawing around the back seat 


car with heads pulled into their collars 
watched furtively the oncoming march 


of night. A wind bringing the sound 
of whitecaps poured into the car 
windows. 


“We're well out on the Point,” 
warned Mr. Clutchbill. ‘‘This sand 
road gets bad now any minute.” 

“Yeah,” breathed Cal, “I’m going 
to put her in second soon.” 


T that moment Cal _ suddenly 
«+ * jammed on the brakes. The yellow 
glow of the headlights had revealed a 
man standing ahead between the 
sand ruts, his hand raised. 

“Look out!’ shouted Mr. Clutchbill, 
digging out a heavy revolver and 
tucking it on the seat between him 
and Cal. 

The apparition ahead began advanc- 
ing. An ancient checkered muffler 
hid its neck and chin. A slouch hat 
drooped over the eyes. The squat 
figure scuffed through the sand to 
the car. 

“Sorry I’m late.” 

“Is it Mr. Philip Van Needer?”’ 
piped up Mr. Cotnett from the back 
seat. 

“Yes.” 

“You may as well ride.” Mir. 
Cotnett opened the car door. 

After the man had climbed in. Cal 
turned his head toward Mr. Clutchbill 
and receiving a slight nod started 
along. 

“The gate is padlocked. I'll open 
it,” muttered the passenger a little 
later. Cal had suddenly stopped in 
front of a triple line of bars. 












The passenger after considerable 
commotion struggled out of the car 
in the darkness, proceeded to the gate, 
unlocked a padlock and swung it 
back. The car ground along through 
the gateway and stopped to await the 
man’s return. 

After a more than decent wait 
Mr. Bannister ran his head impa- 
tiently out of the car window to 
discover the cause of the delay. 

‘“‘What’s become of the feller? The 
gate’s closed and no one in sight,” he 
complained. 

“What! No one in sight!” Mr. 
Clutchbill swung open his door and 
plunged out. 

“My bag is gone!” wailed Mr. 
Cotnett suddenly, while pawing around 
the back seat. 

“Gone! It can’t be!’ Mr. Clutch- 
bill ran his head and shoulders into 
the rear compartment. “Get your 
flashlight, Cal.” 

Frantically Cal dug it out and shot 
a gleam over into the back seat. No 
little black bag was on the floor or 
cushion. 

“It’s gone!’ gulped Mr. Cotnett. 

“Good gracious!” exploded Mr. 
Clutchbill. ‘‘What fools! What fools! 
A clean job. Not a track left on the 
sand in this wind.” 

“Isn’t that a light up there?” 
suddenly broke out Mr. Cotnett. “It 
must be the cottage. Maybe he’s 
taken my bag and gone up to the 
cottage thinking we knew the property 
and would follow.” 

With the help of Cal’s spotlight the 


9° 


See DIRECTOR CLUTCHBILL— Page 37 
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Maker’s mental incapacity renders note unenforceable to holder in due 


course... Binding nature of bank’s guarantee of endorsements... Effect 


of depositor’s death on gift of funds... Rules surrounding usury suits 


Holder in Due Course Defeated 


Banks discounting notes for payees 
rightly figure that if they take such 
notes for value before maturity and 
have no notice or knowledge of any 
defects or infirmities in the instru- 
ment, they are holders in due course 
and as such may enforce the note 
against the maker. Yet there is one 
situation in which a bank may be 
helpless to enforce the note against 
the maker, even though the bank is 
admittedly a holder in due course of 
the instrument. 

In a recent Federal case, the holder 
in due course of a note sought judg- 
ment on the note against the maker. 
There was some evidence that the 
maker was defrauded in the transac- 
tion in which he gave the note, bul 
this admittedly would not affect the 
rights of an innocent holder in due 
course. The United States Circuit 
Court of Appeals explained the situ- 
ation thus: 

“That the maker was greatly over- 
reached admits of no doubt. But 
mere fraud in the consideration would 
not affect the holder if in truth he be 
an innocent holder in due course. The 
lower court did not resolve the ques- 
tion whether the holder was an inno- 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


cent holder in due course, because it 
found that the maker was mentally 
incapable of contracting and that the 
holder could not enforce the note, no 
matter how innocent. 

*‘Many witnesses testified to a great 
change in the maker’s mental condi- 
tion after his injury and to their 
opinion that he was incapable of 
understanding a business transaction 
such as was involved in the giving of 
the note. The absurd improvidence 
of the transaction is itself evidence 
on the point. The finding of mental 
incapacity was warranted. The note 
was not binding in anyone’s hands.” 

Banks discounting notes for payees 
often have no knowledge of the 
makers except what is revealed by 
financial ratings and credit reports. 
If the note in such instance should 
prove unenforceable against the maker 
for mental incapacity, the bank’s only 





recourse would be against the payee 
who got the money on the note. 

Which suggests that the financial 
responsibility of the payee borrower 
is just as important to the bank as 
that of the maker of the note! (Rodes- 
ney vs. McGee, 108 Federal Reporter, 
Second Series, 128.) 


2 S e 


Usurious Interest 


A national bank made a mortgage 
loan on terms which were usurious 
under the State law. Upon the start- 
ing of a foreclosure suit, the debtor 
set up that because of the usury the 
entire interest was forfeited and ten- 
dered what he claimed was the net 
amount due, without interest. 

The bank concerned was located in 
Michigan and the legal status of the 
usurious loan came before the United 
States Circuit Court of Appeals for 
adjudication. Said the court: 

“National banks may charge interest 
at the rate allowed by the laws of the 
State. The question whether the rate 
of interest is usurious is decided 
according to the law of the State in 
which the loan is made. The bank 

See COURT DECISIONS—Page 40 
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ADIAN BANKING 








By JAMES MONTAGNES 


Formation of Alberta 
Provincial Bank Planned 


First step towards setting up an 
Alberta Provincial Bank, able to do 
commercial banking business, was 
taken by the Social Credit Govern- 
ment of Alberta in February with the 
tabling of a bill calling for the estab- 
lishment of such a bank. This was 
the last financial act passed by 
Canada’s first Social Credit Govern- 
ment, for shortly thereafter Social 
Credit Premier William Aberhart called 
an election, held on March 21. 

The Alberta Banking Powers Act 
calls for the application to the Do- 
minion Parliament for a charter for 
the Alberta Provincial Bank. It 
authorizes the provincial treasurer to 
pay out of the general revenue $500,- 
000 for the purpose of the bank’s 
incorporation, and such further sums 
as may become payable for the pur- 
pose of defraying expenditures neces- 
sarily incurred in relation to the 
application for the establishment of a 
provincial bank. The act authorizes 
the members of the provincial execu- 
tive council to become and act as 
directors and officers of the Alberta 
Provincial Bank. 

Opinion in Canadian banking circles 
is divided as to whether or not the 
Alberta Government would be able to 
obtain a charter from the Canadian 
Government for the formation of a 
provincial bank. Under the Canadian 
Bank Act both the House of Commons 
and the Senate of the Dominion 
Government have to approve the 
establishment of such a bank. The 
Canadian Bank Act would have to be 
revised for the formation of a pro- 
vincial bank under the terms of the 
Alberta Banking Powers Act, for 
under the Canadian Bank Act direc- 
tors of a bank “must be bona fide 
subscribers of stock for and on their 
own behalf so as to become the 
absolute and sole owner in his indi- 
vidual right of such stock and not as a 
trustee in the right of another” as 
would be the case if members of the 
Alberta executive council became di- 
rectors. This safeguard is understood 
lo have been placed in the Canadian 
Bank Act so that directors can be held 
responsible for double liability and 
their assets can be seized if necessary, 
Which would not be possible in the 
case of a government which under 
Canadian law can only be sued with 
its own approval. 

















Cc. K. HIGHMOOR 


... new chief of the foreign exchange 
section of the Foreign Exchange Con- 
trol Board at Ottawa 


Because Social Creditors believe the 
establishment of an Alberta Provincial 
Bank is still a long way off, two other 
bills enabling the Alberta Government 
to do some commercial banking under 
existing legislation were passed in the 
short session immediately preceding 
the provincial election. One of these 
bills amends the Treasury Branches 
Act, 1938, which enabled the Alberta 
Government to set up credit houses 
where citizens could deposit their 
money and receive a special bonus for 
buying Alberta-made merchandise. 
(The Burroughs Clearing House, De- 
cember, 1938.) The amendment which 
became law this year now allows the 
Alberta Government to invest money 
from the credit houses in such securi- 
ties as the provincial treasurer sees 
fit, allows him to use the money to 
make purchases of merchandise for 
resale, enables the credit houses to 
make commercial loans from such 
money as is deposited in the credit 
houses. This sets up the credit houses, 
part of the Provincial Treasury De- 
partment, as part of the commercial 
banking structure which the Alberta 
Banking Powers Act calls for. 

The second bill, The Building As- 
sociations Act, authorizes the setting 
up by three or more persons of build- 
ing associalions with power to build 


WILLIAM G. WATSON 


... general manager of the Toronto 
General Trusts Corporation, Toronto, 
recently elected a vice-president 


and sell houses and issue debentures 
through the Treasury Branches or 
credit houses. Houses to be built are 
to be limited to $3,500 each in value, 
and the Alberta Government stands 
guarantor to a total of $1,000,000 for 
debentures on houses built exclusively 
with Alberta labor. 


» e ° 


Canadian Bank Expands 
Christmas Club Savings Plan 


Although Christmas Club savings 
schemes are common in United States 
banking, in the Dominion only the 
Banque Canadienne Nationale (Na- 
tional Canadian Bank) with head 
office at Montreal has instituted the 
Christmas Club plan. This has been 
extended to all the bank’s 222 branches 
in the provinces of Quebec, Ontario, 
Manitoba and Saskatchewan. 

The plan has had an initial tryout 
in a limited number of branches during 
the past few years, and has been so 
successful that this year it has been 
expanded to cover all the branches. 
Attractive red and green printed cards. 
in French and English, against a 
background of a squirrel hiding nuts 
in a tree, are to be seen in all 
branches advertising the plan. A 

See CANADIAN BANKING—Page 39 
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_ THE 
PUBLIC 
NATIONAL 





Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


Experience—Offcials with 


assuring: a knowledge of re- 
quirements and valuable as- 
sistance. 


Policy — To cooperate with 


out-of-town banks rather than 
compete for business which is 
rightfully theirs. 


Resources over $170,000,000 


ESTABLISHED 1908 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 


years | of service in this field, : 























TO-DATE 
233 of the 1.000 


Largest Banks in U.S.A. 
Now Use 


* Grevess Prax 


A Syston lo FINANCE 
INSURANCE PREMIUMS 


Endorsed ‘and approved by 
all leading Fire and Casu- 
alty Insurance Companies 


Complete for $25.00 
ALLAN C. STEVENS 
White Plains. N. Y. 
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The BOOKLET COUNTER 








Booklets listed below are offered without charge or obligation to bank officers 
and other executives, through the co-operation of nationally-known institu- 


tions. Adress your requests, 


on your bank or company’s 


letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


SPECIAL PROBLEMS IN OFFICE 
MANAGEMENT RAISED BY PRESENT 
CONDITIONS. . . How problems in the dis- 
patch of correspondence and other mail can 
have a definite bearing on operating efficiency 
and profits; also how greater volume can be 
handled without increasing office overhead. 


A CROSS-SECTION OF BANKING 
OPINION .. . The Colonial Trust Company 
in New York City recently inquired of banks 
in all sections of the country as to methods 
used for improving earnings and customer 
relations, and banking services that were 
proving most popular. The answers were 


| summarized in this 23-page ‘Green Book”’ 


which is attracting wide attention. 


HOW TO HAVE THE HOME YOU 
WANT .. . 116 pages of valuable information 
to loan officers and prospective home builders 
on factors to be considered, such as selection 
of architectural style, planning of individual 
rooms, protection against fire and weather, 
choice of plumbing and heating systems, etc. 


HOW MUCH WILL AIR CONDITION- 
ING PAY ME? .. . An ingenious graph 
method for determining the approximate 
profit that can be made from an air condition- 
ing installation, based on known factors and 
anticipated results. Through the chart it is 
also possible to determine the combinations 
of rental rate and occupancy necessary just 
to break even on the cost of air conditioning 
in an office building. 


Booklets Still Available 


INVESTMENT CREDIT FILE ... In 
conjunction with a leading New York bank, 
an impartial investment service has published 
reports on companies whose bonds are actively 
traded and eligible for bank investment. These 
show 10 year analyses of earnings, balance 
sheet figures and important ratios to provide 
an easy-to-use record of a bank’s corporate 
bond holdings. Sample reports on leading 
railroad, public utility and industrial bonds 
will be sent to illustrate the helpfulness of such 
records to any bank’s investment committee. 


| 21 WAYS TO KEEP A CLEAR DESK ... 


An extensive survey of business practices by a 
leading paper company resulted in the design 


| of 21 time saving and desk clearing forms— 


tools for improved executive management. 


| This booklet describes and illustrates these 


forms, lists form sizes which cut without 
waste from standard sheets, and offers ma- 
terial to assist in laying out new forms. 


| LOSS PREVENTION FIRST—INDEM- 
| NITY ALWAYS... 


. Reprint of an address 
by K. C. Bell, second vice-president, Chase 


| National Bank, in which he stresses the value 


of insurance as a means of preventing as well 
as covering losses. 9 pages. 


A NEW WAY TO STORE OLD BANK 
RECORDS ... This 16-page booklet pictures 


writing to advertisers please mention The Burroughs Clearing House 


DETROIT, MICHIGAN 


bank installations of equipment that permits 
space saving, fire resisting, permanent storage 
of old records. Also a reprint of an informa- 
tive article on the subject which appeared in 
The Burroughs Clearing House. and which 
is worthy of review. 


AUTOMOBILE LOAN PROMOTION ... 
A leading insurance company has prepared 
envelope stuffers, consisting of a folder and 
three cards, which present advantages of 
financing automobile purchases. through 
banks. This material, which is offered in 
reasonable quantities to bank executive 
officers, does not carry the insurance com- 
pany’s name and banks can imprint their own 
signatures if they desire. 


SAFEGUARD FILING PLAN ... A folder 
describing a new system of filing corre- 
spondence and records that has many special 
features, such as angled celluloid tabs for 
greater visibility and longer life. The plan 
can be used in any standard filing cabinet. 


THE ART OF BUYING PAPER 
Pointers on the proper selection of paper for 
records and forms, machine accounting, and 
correspondence— based on the relative perma- 
nence and other characteristics desired for 
each type of job. Also, names will be added 
to a regular mailing list for future booklet 
issues, upon request. 


CREDIT LIFE INSURANCE ...A 
brochure describing optional and _ group 
coverage plans for protecting banks, personal 
loan customers and co-signers, in the event 
of a borrower’s death. 


HOW TO GET MORE BUSINESS .. 

Ideas for improving rental properties to 
obtain larger incomes and increased values, 
through the installation of modern structural 
glass fronts. Illustrated with numerous 
“before and after’? pictures, showing re- 
modeling projects and their costs. 27 pages. 


WHAT DOES THE HUMAN VOICE 
LOOK LIKE? ... The purpose of this booklet 
is to reveal how costly errors resulting from 
oral communications can be avoided, through 
equipment which transmits written messages. 


LIGHT THE WAY TO EFFICIENT 
OPERATIONS .. . This 14-page booklet 
contains photographs of attractive and digni- 
fied illuminated glass signs used by financial 
institutions to make it easier for customers to 
do business with them. 


MODERN CHECK DESIGNS... Banks 
are becoming more and more conscious of 
the important part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 
assortment of up-to-date designs will be sent 
to bankers who are interested in improving 
their checks. 


INSURANCE PREMIUM FINANCING 
BY BANKS . Description of a plan 
for financing insurance premiums through in- 
stallment loans, which has been adopted by 
many banks. 
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The above paragraph is :eproduced, by per- 
mission, directly from page 41 of the Bank 
Survey Handbook of the National Bank Di- 
vision of the American Bankers Association. 


Model 200 Brandt Automatic Cashier delivers coins directly to cus- 
tomers as referred to in the above paragraph from the Bank Survey 
Handbook of the National Bank Division of the American Bankers 
Association. Furthermore, it is necessary with this machine to press 
but one key—the key corresponding to the amount to be paid—to make 
any payment from |¢ to $1.00. These two features assure that coin 
payments will be made in the shortest possible time. 


























Then, too, Brandts are absolutely errorproof. Cash losses due to over- 
payments as well as the confusion, delay and ill will caused by under- 
payments are eliminated. 


These advantages of speed and accuracy are combined with exceptional 
durability to assure that Brandt Automatic Cashiers will serve for years 
and years—each machine is backed by an unconditional ten year 
guarantee. 







MODEL 200 BRANDT 
Automatic Cashier 


The delivery chute is interchangeable 





Why not prove all of this right in your own bank? We shall be glad to from side to side so coins may be 
place a Brandt Automatic Cashier with you for trial to be used just as pn maapcy oe es ‘chute 
if it were your own. There is no expense—no obligation—if you decide is adjustable to any angle, permitting 
i i j P it to be placed in the most convenien 
not to purchase the equipment will be removed just as cheerfully as einen anh ie ta saoaeae We 
placed. No invoice is ever issued in connection with a machine on trial coins roll quickly and quietly on edge B " A | DT 
unless an order is received. Use the coupon to arrange for trial or to into the delivery cup. 
request further’ information. We can also supply a Brandt Auto- 
matic Cashier, namely — Pana COIN HANDLING 
which delivers coins into a hopper, from 
BRANDT AUTOMATIC CASHIER CO which they are removed by a slight . DEVICES SINCE 
* backward pressure on a trap door. ire) 
Dept. B-4 WATERTOWN, WISCONSIN 
BRANDT AUTOMATIC CASHIER CO. 
DEPT. B-4. WATERTOWN, WIS. 


0 Please send us a Model 200(Model 100) O Please weety us with further information 
Brandt for trial without cost or obligation. regarding the Brandt Automatic Cashier. 


. e & We are also interested in the following Brandt Products : 
| n O Coin Sorter & Counter. O Coin Counter & Packager. 
| p J | | O Coin Storage Trays. O Coin Wrappers & Bill Straps. 


and mail this ain 
coupon today aaa 
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_..-for Over 30 Years ...the | 


| STANDARD OF QUALITY | 
_ William Exline 
| PASSBOOKS 
and POCKET 
CHECK CASES 


3-Point Superiority : 
¢ Appearance 
| ¢ Long Wear 
¢ Economy 


| Write today for SAMPLES and PRICES. 


| WILLIAM EXLINE, INC. | 


114 Hamilton Ave. CLEVELAND, OHIO | 


| Salesmen with Bank Following Can 
Secure Attractive Sales Plan 
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aOR 
Your Friendly Address 
in OHLAHOMA CITY 


; At this starting 
i rate a sufficient 
number of rooms 
are available to 
supply the 
demand. 


BS 


T. J. Settle, 
Manager 
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GET THIS BOOK TODAY— 
See How You Can Save TIME, 
WORRY and MONEY 


Years of specialized training in the storage 
of records have given us expert knowledge 
in solving storage problems. This infor- 
mation has been condensed in the little 
book illustrated here. 

Yours without obligation—JUST MAIL COUPON 


THE STEEL STORAGE FILE CO. 

2216 West 63rd St., Cleveland, Ohio 
Please mail us your booklet, 520-B. today. 

Name 
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Address 
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TRACING BANK TRENDS 


(CONTINUED FROM PAGE 11) 


including bond profits and recoveries.) 

4. The ratio of salaries to total 
expenses, or to operating income. 
This shows how much of the total 
expenses or total income goes for pay 
roll. If we can keep our personnel 
cost in line with our income, without 
destroying service, we have a bank 
under control in its human elements. 
Time was when help was taken on 
without regard to what happened to 
the operating costs because of added 
wages, but of late I judge that banks 
have considered carefully this ratio 
as one of the vital ratios in their 
operating problems. 

5. Taxes to operating income. 
Bankers as well as business men need 
no reminder that taxes have been 
taking more and more of their sub- 
stance as time has gone on. How much 
of income has gone to the tax gatherer 
will be shown by this simple and most 
significant ratio. We cannot in good 
conscience evade them; we cannot 
very well avoid them. We can only 
reduce them to the legal minimum, 
meanwhile knowing how much of 
our income dollar goes out in the tax 
checks now more frequent and more 
substantial than ever before. 

6. The net profits to operating 
income. This simply answers the 
question: How much of the gross 
operating dollar is net? After all, 
we are not so much concerned about 
gross income as we are about net 
income, or the residue that is left 
after paying the bills. That is the 
part of income that reverts to pro- 
prietorship and in consequence benefits 
the stockholders, builds up surplus 
and undivided profits and pays divi- 
dends—the ultimate end of business 
and banking administration. 

7. We may now consider the rela- 
tionship between gross income, in- 
cluding bond profits and recoveries, 
to operating income; this shows how 
much of the gross is from operations 
and how much from’ extraneous 
sources. The latter are too uncertain 
to rely upon for dividends, but still 
count as dollars when carried into 
profit and loss as effectively as earned 
dollars as distinguished from made 
dollars. 

8. We may now cast up operating 
profits, add the trading profits and 
recoveries, deduct the losses, charge- 
offs and other deductions, to ascertain 
our net profits for the period and their 
allocation. We may now declare or 
withhold dividends as the _ profits 
warrant. 

9. Granting that stockholders in 
banks still have the right to expect 
dividends, the question arises: How 
much of bank earnings and/or profits 
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have been or shall be paid out as 
dividends? In the days of the Golden 
Glow previously mentioned, unques- 
tionably the banks paid out too much 
in dividends, be the causes what they 
may. Many corporations did the 
same thing. But if 50 per cent of the 
net profits was too much then, what 
shall be said of 10 per cent now? Are 
we too miserly now as we were too 
liberal then? The answer shows up 
in dividends to gross profits. 

10. Finally, after we have satisfied 
ourselves as to various operating 
ratios, we come to the net result of it 
all, expressed in the absolute net profit 
per dollar of average deposits; the net 
per dollar of average assets or average 
earning assets, as may be preferred 
(if we have such figures); the net 
operating profits per share of stock: 
and the net profits per share, the 
simplest of all ratios to understand. 


T is doubtful if the banks will ever 

be able to scale their operations and 
their losses definitely enough to estab- 
lish loss ratios that may be set up in 
reserves to cover losses as they occur. 
The finance companies are able to do 
this from experience. But they are 
handling a definite line of risks, the 
time spread is short and definite, the 
processes are stabilized and losses kept 
within a reasonable range. In per- 
sonal loans and installment loans banks 
may well follow their example. But 
bank losses seem to cumulate and 
come to a head when depressions set 
in. And until banking sets its feet on 
the same solid ground of experience 
as the finance companies have set 
theirs, our losses cannot, it would 
seem, be so definitely forecast as to 
become a constant factor in bank 
management. A definite percentage 
of loans can, however, be carried into 
reserves as a cushion to absorb the 
shocks that are inevitable; what this 
percentage shall be, I am not able to 
say. The finance companies take their 
losses with grace and dignity; the 
bankers take theirs with a wry face. 
The banker who boasted that he had 
run his bank for years without a loss 
does not run any bank now; because 
that bank doesn’t exist. And I sup- 
pose the only sure formula in this re- 
spect is: If you do not expect to take 
losses, do not take loans. But then — 
where would that income account be” 


Now that we have had ten years of 

the “‘Great Depression” and about 
one-half the banks have survived their 
baptism of fire, it is highly illuminating 
to review what has happened to our 
banks during a period fraught with 
many changes and _ readjustments. 
Undoubtedly most bankers know in 
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REASONS WHY BANKS PREFER 
LA MONTE SAFETY PAPERS 
PROTECTION 
GOOD WILL VALUE 
RECOGNITION 
PRESTIGE 
moa | PROTECTION 
| ACCEPTANCE 
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Our Soldiers, Sailors and Marines inspire a feeling of 
safety—a satisfying sense of security. Leading Indus- 
trialists and Bankers who specify La Monte Safety 
Papers for their checks, experience a similar gratify- swt 








ing feeling of safety and security. They know that 














“the safety paper with the wavy lines” measures up 


to their exacting demands for quality and protection. 








GEORGE LA MONTE & SON, NUTLEY, N. J. 
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This Sheet of Ledger Paper 







T’S a sheet of Hammermill Ledger. Look at it. It’s not 
crumpled, wrinkly, dog-eared. Looks almost as crisp and 

clean as if it had just been taken from one of your current 
ledgers. Actually it was made in 1919—21 years ago. 

See for yourself the durability of Hammermill Ledger. Let us 
send you ‘‘The Endurance of Hammermill Papers.’’ This folder 
was printed on Hammermill Ledger in 1929. . . over ten years 
ago, but from its condition you’d say it had come off the press 
this week. Its crisp snap and freshness will give you a graphic 
picture of how your records can look ten years from now, if 
you entrust them to Hammermill Ledger today. 


With the ‘“‘Endurance”’ folder we’ll send you a comprehen- 
sive sample book containing sheets of all the Hammermill 
Papers listed in the ‘‘Paper Selector.”” Write on your company 
letterhead to Hammermill Paper Co., Dept. BCH-A, Erie, Pa. 





Paper Selector for Accountants! 


1. For legible, long-lasting records at 
a saving—Hammermill Ledger. 

2. For machine-posted records to 
stand rough usage—Hammermill 
Posting. 

3. For letterheads and printed forms 
that make the right impression— 
Hammermill Bond. 

4. For checks and money value forms 
that must be protected against alter- 
ation—Hammermill Safety. 

5. For cleaner, more readable copies 
from your stencil duplicator—Ham- 
mermill Mimeograph. 

6. For clear copies, and more of them, 
from both gelatin and spirit duplica- 
tors—Hammermill Duplicator. 





LOOK FOR THE WATERMARK 


MADE BY THE MAKERS OF HAMMERMILL BOND 
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a casual way what has taken place 
during the decade in respect to bank 
assets and earnings, but equally true 
it would be that many have no clear- 
cut conception of just what those 
changes have been. Here is a liberal] 
education in bank management under 
the most trying of conditions. | 
recommend the following procedure: 
First, as before mentioned, adopt a 
standard formula that will treat each 
year exactly alike. Set up the follow- 
ing headings: 


Operating income: 


Interest (broken down if desired): 
Service charges; Rents; Exchange: 
Trust fees; Safe deposit rentals; Other 
income. 


Operating charges: 


Interest paid; Expenses; ‘Taxes 
(broken down if desired); FDIC pre- 
mium; Insurance; Bond amortization; 


| Depreciation bank building; Depreci- 
| ation furniture and fixtures; Depreci- 
| ation real estate owned; Other operat- 


ing charges (classified if desired). 


HE difference between the two 
will be the operating profits as dis- 
tinguished from ‘“‘net profits.’”” To 


| this figure is added the bond profits, 


recoveries, etc., and from the latter 
group is deducted the losses on bond 
sales, write down on bonds, losses of 
various kinds, allocations to reserves 
and to surplus, carry over into un- 
divided profits and dividends. Set 
the years side by side for the ten-year 
period and extend the totals to the 
right. If the work is done properly, 
the sheet for the ten years will be in 


| balance with Profit and Loss Account, 





thus accounting for all the income and 
outgo. . 

It is now time to review the figures 
and draw what lessons we may. Using 
my own summation, this is what | 
found: First, interest income was 
relatively stable, fluctuating within 
rather narrow limits, but no greater 
for the last year than for the first year. 
Meanwhile deposits had gone up some 
two millions, thus giving more money 
to work with, but with no greater 
income, thereby showing the effects 
of the decline in interest rates. Only 
by employing more dollars at less 
wages could that figure have been 
stabilized as well as it was. It was 
found that the interest earned in 1930 
on average deposits was equivalent to 
6.49 per cent. In 1939 it was 4.29 per 
cent, or a decline of 24% per cent. 
While the dollar income had been 
kept well up to normal, the percentage 
income had dropped almost one-third, 
thus showing the need for and the 
value of keeping money working at 
some rate. Meanwhile service charges 
had come in to bolster up the declining 
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interest, thus offsetting that decline 
somewhat, but not altogether. 
Turning to the net operating income, 
| found that this too had been rea- 
sonably steady; but again, with more 
dollars to work with, the net results 
had not been appreciably greater in 
1939 than in 1930. I was curious to 
know what factors had brought about 
a condition that was somewhat satis- 
factory, but at the same time an 
enigma. I then asked each item in 
the category to explain the pattern of 
its behavior. In order to make the 


answer simpler, I drew charts of the | 


various items in order to develop the 
picture. The interest chart plainly 


showed that interest paid had gone | 


down appreciably, far below the “par 
line.” The expense chart showed 
that expenses had been kept well 
within bounds and their normal ratio. 
The answer was not in that direction. 
By thus challenging each item to 
justify itself, the solution narrowed 
down to certain items that were not 
in evidence during the early years of 
the depression and appeared in the 
last half, such as FDIC premium, new 
and increasing taxes, and real estate 
expense incurred in renovating fore- 
closed properties and which could 
not be capitalized. 

Such a survey will not change the 
facts, but it will reveal 
mental causes for whatever condition 
the consolidated figures 
good or ill. At least it will satisfy our 
curiosity as to the causes of known 
results. The question naturally arises: 
After you know al! this, what are you 
going to do about it? And what are 
the lessons it teaches? 

First, it conclusively proves that in 
the good old days we paid too much 
interest on deposits. Perhaps we 
paid too much in dividends, perhaps 
we were a bit careless with our ex- 
penses, too liberal with our depositors 
and giving away too much in free 
service that cost us money. We know 
that now, and will not repeat those 
mistakes. We will build up reserves 
substantially to absorb the inevitable 
shocks of banking. We will not again 
buy our merchandise at fancy prices. 
We will charge for services rendered. 
The era of free and easy banking went 
oul when the depression came in. 

Second: If we are to hold up in- 
come in a distressingly low income 
market, we simply will have to keep 
our dollars working. We cannot afford 
lo keep money idle. New costs have 
been added to our operations which 
cannot be avoided, and can best be 
paid out of better management. In 
our own case 85 per cent of our assets 
earn something. That I believe to be 
the answer to many a_banker’s 
problem. 

Third: Loans, such as are avail- 
able, are not coming into the banks in 


the funda- | 


show, for | 
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BOTH SERVE THE SAME PURPOSE. .BUT 










These BEFORE and AFTER 
views of the HOME STATE 
BANK at Russell, Kansas, 
illustrate a transformation 
designed to appeal to modern 
bank customers 


HOUSANDS of automobiles... in perfect 

mechanical condition...are traded in each year 
because service alone is not enough to satisfy the de- 
mands of the public today. Appearance, comfort, 
convenience sell more and more new cars every 
year, just as they influence people to change from 
a bank with antiquated quarters to one with modern, 
up-to-date facilities. Regardless of the size or scope 
of your contemplated modernization problem, 
write today for your copy of “The Plan That Made 
Over 1,000 Banks Leaders in Their Communities.” 


MANY, 
~ 





BANK BUILDING & EQUIPMENT 
CORPORATION OF AMERICA 








[FORMERLY KNOWN AS ST. LOUIS BANK BUILDING & EQUIPMENT CO.]} 
NINTH AND SIDNEY STREETS, SAINT LOUIS, U. S. A. 
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Bank Building & Equipment Corporation of America is the Parent Corporation of DESIGN, Inc. 
who design, build, modernize and equip hotels, restaurants, public rooms, store and office interiors and exteriors 
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CAN YOUR BANK USE 


SPEED LIKE THIS ? 


sited 















Check on Rochester depo 


in Clevelan 






Check rece!’ tg partment 


Co. Night Transit De 












Check reforwarded 
to Rochester 


NIGHT 





. e 
Check presented in Rocheste 


and refuse 








o Marine Trust 


ae st 
Check return artment 


Co. Night Transit Dep 







Check sent back 
to Cleveland 





Check received 
in Cleveland 


Your bank may not be located in Cleveland. And maybe 
you aren’t particularly interested in Rochester, NewY ork. 
But this “timetable” does give you some idea of how fast 
you can present cash items in New York State if you use 
the Marine’s night transit service. 

This speedy service enables your bank to save up to 24 
hours or more in presenting cash items throughout New 
York State. With very few exceptions, items reaching us 
prior to 12:30 A. M. will be presented the next business 
day in 56 New York State cities and towns. 

Such results are possible because of The Marine Trust 
Company’s many correspondent banks throughout the 
state, and its strategic location in the world’s greatest 


market.Send for a copy of our latest night transit schedule. 


MARINE TRUST 
COMPANY OF BUFFALO 
A Marine Midland Bank 


FEDERAL DEPOSIT 
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their old time volume —in some cases 
hardly at all. But in those cases where 
the loan record is good, it is so only 
because the bankers have gone after 
loans at the source. That is to say, in 
respect to FHA Loans, both Title | 
and Title II, the banks have contacted 
the builders and jobbers and touche 
the source of bank credit at the place 
it is created, rather than wait until 
the borrower approaches the bank him- 
self. If by this process, three reason- 
ably small banks in Nassau County, 
New York, can attract unto them- 
selves some two and a half million in 
installment and personal loans, the 
answer would seem to lie in that direc- 
tion. But if the present day banker 
cannot tap the source of credit, and 
borrowers do not and will not come 
in, he will be forced into the bond 
market for his income, with a con- 
centration of assets in one field and 
with all its dangers. 

Now being given more attention as 
other sources of income are drying up 
is the field of service charges. Let 
the banker survey his operations in 
the light of all he knows about his 





be not ways and means of strengthen- 
ing income through reasonable and 
| fair service fees, meanwhile not de- 
| stroying good will and public favor 
| which we once lost and have regained 
| to some extent. 

We recently made a survey ol 
interest accounts under $100. We 
| expected to find a sizable number in 

that class and greater activity than 
| good banking would warrant. Yel 
| we were very much amazed to find that 
these accounts number about one- 
half the total interest accounts, con- 
stitute only 1.9 per cent of the deposits 
in that department, but account for 
23.9 per cent of the activity. In other 
words, for each dollar of balance in 
accounts under $100 we have been 
doing fourteen times as much work as 
in the accounts over that figure. Here 
is room for improvement, but whether 
| it will be in elimination of interest, 
| some form of service fee, or both, I am 
| unable at this writing to say. 
| The bank that can know with rea- 

sonable certainty that it will run in 
the red during the next twelve months 
_ has a real problem on its hands, but 
not so difficult if at the same time it 

has sizable excess reserves which il 

can use in one way or another to 
| produce revenue. But unless it draws 
its charts before as well as after, it is 
sailing a dangerous sea without lights. 
I commend to the banking fraternity 
simple, inexpensive and _ intelligent 
surveys of the bank’s operations, not 
to find exactly what it costs to the 
fifth decimal point to handle a check, 
but to see why the profit and _ loss 
account is as it is, and where it will 
be if present trends are not corrected. 


| bank and its activities and see if there 
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SOUTH 
AMERICA 


(CONTINUED FROM PAGE 14) 


draft against the customer payable at 
sight or at a definite time in the future. 

Where a credit is opened, the credit 
relationship tends to be between two 
banks, or a bank and its branch. For 
example, an importer in a South Ameri- 
can city orders several thousands of 
dollars worth of goods from an Ameri- 
can firm. The American firm may not 
know much about the importer’s 
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wi credit. Even though its bank reports 
id that he is well rated in his home 
wr country the American firm new in 
id export trade might feel a reluctance 
a to experiment with an important sum 
ad of money. But its bank either has a 
branch in the South American country | 
- or else has a correspondent bank there | 
mel with whom its relationship is close. | yo 
el In either event, the institution in South | 
i America extends credit to the South | 
Ss 
we American firm. With this credit it | @ Before marketing a new model, car manufacturers give it 
: opens a letter of credit with the bank | 
a in the United States, subject to stipu- | a@ road test far more grueling than anything it is expected 
alted terms of payment. As _ the | ‘ ; i y £ 
ve North American company delivers | tO receive in actual operation. Bumps and jolts, twists and 
ed gai peg ba secs . | turns, desert sand and swampy mud, water traps, precipitous 
of irom this letter of credit. And the | grades, heat, cold and high altitudes test every feature sav- 
. bank in this country looks to its | . . cal 
. South American branch or corre- | @gely. If the car survives without trouble, it’s good! 
a tp sa om a Se eae ee In the past fifty years the Fidelity and Deposit Company of 
ia — _. Maryland has been similarly tested. The fact that the F&D 
HERE are myriad other methods of 
he- handling the collections and trans- | Could go its way undisturbed, meeting all its obligations 
vod mittals of funds between buyers and —— — 
= sellers in separate countries. Items | Promptly and fully, and building up a stronger organization 
“wl may be forwarded to the buyer's city | of agents and field men each year, is ample evidence cf basic 
: lor collection—and while the drafts 
fo look different from domestic drafts, soundness. 
they are handled in much the same 
‘he fashion when presented by the branch The fact that the FéD bonds more 
or correspondent on the spot. j j 
ree a is Ras coe, ee Re people and transacts a larger fidelity 
est, bank has much the same financial and surety business than any other 
= problems and opportunities as has a ; ae ; 
" bank in this country, but the operating | COMpany is an additional tribute not 
val problems may be very different. Our 
_ branches in . Rio, for example, are only to the FéD, but to the advantages 
ths subject to restrictive labor laws. The of specialized endeavor in this partic- 
but six hour day is rigidly enforced, with : 
ex no overtime. So the bank opens at ular field. 
ait 9:30, remains open until 11:30. Then | 
' to the tellers count out their cash, send 
ig it to the vault, and the bank shuts up 
ae shop until 1:30. At 1:30 it reopens, | FIDELITY, SURETY AND BANKERS BLANKET BONDS 
— ‘remains open until 5:30. And since 5 : ams F 
nity overtime is strictly forbidden, if a | BURGLARY. ROBBERY, FORGERY AND GLASS INSURANCE 
gent teller has a difference it means that 
not one of the few United States citizens | 
the employed there has to stay and | 
eck, find it—while the Brazilian employee | 
loss blithely goes home for a swim! | al 
will There are other employment restric- | 
‘ted. tions. After an employee has beenon |! COMPANY OF MARYLAND. BALTIMORE 
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the pay roll for two years, he may not 
be discharged for other than com- 
mitting a criminal offense. Nor can 
he be demoted. 

But despite these and other dif- 
ferences of language, of climate, of 
laws and customs, the basic task of a 
branch abroad is much as though it 
were on Wall Street or on Main 
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Street. It accepts deposits, merchan- 
dises credit to its customers. The 
foreign branch does most of its busi- 
ness with local companies which are 
importers of American products, and 
considers itself primarily interested in 
the development of American trade 
with the country of its location. But 
also it serves many American residents 








RESULTS 


Bankers are practical. 


invite your inquiry. 





for results. In handling business 
for other banks, in all parts of the 
country, this institution is geared to 
produce results; through prompt, 
efficient collection service and ac- 
curate knowledge of business and 


credit conditions. ... We cordially 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET e 


Member Federal Deposit Insurance Corporation 
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SLIDING-DRAWER STEEL 


TRANSFER FILES 


‘Installations Beautiful’ 






Patented 


Strong enough for 
1 ton pressure 


Tailor Made Any Size— 
Lowest Prices 


24 Gauge Steel-Green or Brown .. . Inter- 
locked vertical and horizontal . . . Follower 
supports run on track in drawer or parti- 
tioned compartments... Drawer Stops 
that never fail... Celluloid covered steel 
card case ... GUARANTEED... . Recom- 
mended by leading banks. 














CORRUGATED PAPER 
FILE BOXES 






Patented 


HINGED LID—STYLE C 


—SUPPLIES— 


Steel Coin Boxes... Trays ...Racks... 

Steel Check Sorters... Lock-Seal Night 

Depository Bags...Coin Bags... Wallets 
Coin Wrappers and Bill Straps 


STRAYER COIN BAG CO. NEWBRIGHTON,PA. 


Bank Supplies Since 1914 
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and businesses and has a good many 
customers of other nationalities. Its 
managers learn that good credit is the 
exclusive property of no single nation- 
ality, that an honest man is honest 
whatever language he speaks. As it 
serves all of its customers, from the 
tiniest routine transaction to the 
broadest and biggest financial affair, 
so does it prosper. That branches o| 
American banks serve. a useful pur- 
pose abroad is best testified, it would 
seem, by their long careers. Our own 
earliest foreign branches were irst 
installed when this became legal: 
recently we celebrated the twenty-fifth 
birthday of our Buenos Aires branch. 


e e e 


SMALL LOAN 
PROMOTION 


(CONTINUED FROM PAGE 20) 

We have found local insurance 
agents eager to co-operate with the 
bank in obtaining automobile loans, 
since a borrower usually buys his car 
insurance from the local agent when 
a bank finances the purchase of a car. 
We have recently made available to 
insurance agents doing business with 
us as many folders as they could rea- 
sonably use for statement and letter 
inserts. Through this, the bank has 
received a wide distribution of adver- 
tising material to logical prospects and 
a favorable reaction from the agents. 

Automobile loans to purchasers have 
produced a desirable volume, and 4a 
desirable quality of business. On 
December 30, 1939, for example, not 
one of our 439 automobile loans was in 
any respect delinguent. Looking at 
the current position of these loans, we 
have often wished rather wistfully that 
all loans in the bank would perform in 
the same fashion. Incidentally, we did 
one piece of automobile business which 
sets a high mark for us to aim at in 
future. The local traction company 
shifted over several lines from street 
cars to busses, borrowed on our auto- 
mobile loan forms the money with 
which to buy them. Then, out of cash 
income received from the busses, the 
company repaid us —all too promptly, 
in view of the desirable characteristics 
of the loan. 


UR most recent move in rounding 

out our program of small loan service 
was to add insurance premium loans. 
We have been at this for so short a 
time that we have rolled up no really 
large volume of business. But as this 
is written, our average premium loan 
is $150, and the number is steadily 
going upward. 

It may be that you are beginning to 
wonder when this article will gel 
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around to describing the systems by 
which the various types of small loans 
are handled in our bank. In that case, 
perhaps I had better state that there 
will be no such description here. The 
systems for handling such business 
may readily be obtained from compe- 
tent sources, and we have no feeling 
that our own system is the last word in 
perfection. 

The big problem in developing a 
small loan department is, rather, how 
to obtain sufficient volume to meet the 
essential overhead of the department. 
There is a minimum outlay for setting 
up a small loan division. This will 
presumably vary with the individual 
institution and its circumstances. But 
there is the bare necessity of official 
supervision, clerical personnel, floor 
space, supplies, furniture and fixtures. 
Interchange of information with other 
banks which have developed profitable 
small loan divisions indicates that this 
minimum overhead must be met by a 
volume of business materially larger 
than a good many banks can get unless 
they go aggressively after it. 


NV ENTION has already been made of 
*"~ our personal solicitation of business. 
Our commercial department officers 
all keep small loans in mind, explain 
these services to their customers. 
When a new form of small loan service 
is added, we send out officers from the 
division to solicit business in bulk 
quantities wherever it is likely to 
originate, just as we originally went to 
lumber dealers and electric refrigerator 
distributors for FHA Title I loans. 
Likewise, we make it as easy as pos- 
sible for these bulk sources to give us 
their business. We supply a booklet 
describing each such service, complete 
with forms, rate schedules, and the 
like. (The automobile finance com- 
panies pioneered this method, proved 
its value so conclusively that it is no 
longer open to doubt.) The dealer 
or distributor can open our sizable 
pamphlet on modernization loans, for 
example, and find therein not only full 
instructions but also sample forms 
with sample fill-ins and a few concise 
sales arguments intended to show him 
why he should give us his business. 
Further, we advertise for small loan 
business, both in the newspapers and 
also by direct mail. During the past 
two or three years, ever since our small 
loan department has been really func- 
lloning, we have used a very large 
share of our total advertising effort in 
this field. For this there are two good 
reasons. First, it is a type of business 
that can be stimulated by advertising, 
contrary to usual experience with com- 
mercial loan business which generally 
comes in when demand exists, and 
otherwise is not heard from. We have 
never achieved any extensive or wholly 
conclusive statistical correlation of 


advertising effort and small loans 
made. Probably this is because ours is 
a moderate-sized institution, and our 
advertising volume is not huge, so that 
no broad movements can be deter- 
mined as the one influences the other. 
The advertising manager of one of the 
nation’s largest financial institutions 
has demonstrated to his own and his 
associates’ satisfaction that as _ his 
bank’s advertising bears down on a 
given type of loan service, this type 
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surges upward and continues upward 
while the advertising pressure is main- 
tained, then on withdrawal of the 
advertising campaign tends to level off, 
then sink slowly toward a level some- 
what higher than that on which it was 
progressing prior to the advertising 
campaign. The closest we ever came 
to such a test was last spring when we 
displayed in our lobby a number of 
small-scale model houses which _ be- 
longed to “Better Homes and Gar- 
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dens,” which is published in Des 
Moines. We advertised this display, 
brought in such crowds that our lobby 
was almost overwhelmed. Repeatedly, 
our small loan department officers had 
strangers walk over from the model 
exhibit, introduce themselves, say 
something like, “I saw that handy 
garage idea on that white model house. 
If I can get it built on my house for 
$300, I want it. Will you tell me 
whether you would make me a $300 
loan for this purpose?”” A good many 
loans were thus concluded directly 
from the stimulation afforded by the 
lobby display. So it seems no far- 
fetched conclusion that any advertis- 
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ing of small loans tends to bring in an 
increased volume of the particular kind 
of loans advertised. 


MORE important, though, than the 

direct stimulation of business is the 
public relations job effected by an 
active, liberal small loans operation. 
We feel sure that bankers generally 
recognize the desirability of educating 
the public to know what the banks do 
and how they serve. This is possible 
with small loans advertising; it reaches 
the minds of thousands of people who 
will probably never become loan appli- 
cants in our institution. People read 
advertisements which offer goods and 
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services for which they may con- 
ceivably have a use; they are far less 
likely to read advertisements which 
could not directly affect them. Ip 
terms of bank advertising, we take 
this to mean that if we advertise trust 
administrator service we can expect 
the copy to be read chiefly by people 
of substantial wealth; if we advertise 
commercial loans, or commodity loans, 
our readers will mostly be business men 
and manufacturers. But when we ad- 
vertise small loans, we think we are 
getting our message into the minds of 
the traditional “man on the street” 
and his family. He reads it because he 
may at some time need a small loan. 
He absorbs the knowledge that the 
Iowa-Des Moines National Bank & 
Trust Company stands ready to make 
loans to responsible individuals who 
need them. And next time his neighbor 
begins knocking banks in general or 
our bank in particular as vaguely 
parasitical financial organisms, he is 
more likely to be in a frame of mind 
where he feels like putting up an argu- 
ment in our behalf. 

Besides our newspaper space, we use 
direct mail. As this is written, early in 
the year, we are sending out a series o! 
letters to employed men and women 
of good credit standing suggesting that 
even thrifty people sometimes over- 
spend at Christmas, and that such 
people can conserve their credit repu- 
tations by consolidating their bills into 
a personal loan at our bank. When 
newcomers move to Des Moines, we 
circularize them with letters welcoming 
them to town, inviting them in to see 
us, and enclosing leaflets explaining 
the bank’s various services, with small 
loans prominently displayed. On the 
first anniversary of the opening of a 
new account, we send out a letter 
recognizing the value of the connec- 
tion and also enclosing a_ circular 
inviting full use of our services. We 
regularly send out envelope stuffers 
with monthly statements, and many 
of these are aimed directly at modern- 
ization loans and automobile loans. 

Thus we drive for small loans from 
two main vantage points. We keep 
everlastingly after this business in our 
personal contacts, not only through 
our officers but also through other con- 
tact employees such as lobby police 
and tellers, who are thoroughly 
schooled in the services that we offer. 
And we pound away at these services 
in all of our advertising efforts. 

The tangible resuit has been a sub- 
stantial volume of business, $1,406,000 
as this is written, representing loans 
from more than 4,500 borrowers. The 
intangible result has been a widespread 
recognition by the people of our com- 
munity that the bank is a useful and 
desirable institution which recognizes 
and serves the needs of the average 
individual. 
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DIRECTOR CLUTCHBILL 


(CONTINUED FROM PAGE 23) 


men found some wooden steps rising 
up over a cedar-infested cliff to a 
cottage. At the top Mr. Clutchbill 
mounted a long, low veranda and 
pounded on the door. 

“What's wanted?” demanded a voice 
when the door finally opened revealing 
a man in slippers and dressing gown. 

“Why, Mr. Van Needer, we missed 
you in the dark,” piped up Mr. 


Cotnett. “You fetched my bag, of 
course?”’ 
“Bag! What are you _ talking 
about?” 
Mr. Cotnett and Mr. Clutchbill 


looked at each other in wonder, then 
at the man. Was this the man who 
got into the car with them? 

“You rode with us and opened the 
gate.” Mr. Cotnett hung on the 
man’s next words. 

“Look here!’ said the man, ‘‘You 
be off! I have just discovered my 
cottage has been broken into, and I 
don’t want any more visitors.” 

“But, confound it! I’ve come to 


buy it.” 

“Buy it! This cottage isn’t for 
sale.” 

“Mr. Van Needer,’ started up 


Mr. Clutchbill. 
Needer, isn’t it?” 

“Tt certainly is.” 

“Well, I’m a director in the Ferndale 
National Bank down in the moun- 
tains, and I’m here to accompany 
Mr. Cotnett. We had $4,000 with us 
up to the time we reached your gate. 
Itis now gone. Can you tell us why?” 

“What!” The man’s eyebrows 
hopped up. He stood back. 


“Your name is Van 


HE three men entered a room 

warmed by an open wood fire. 

“Didn’t you,” began Mr. Cotnett 
desperately, “‘write me on stationery 
bearing the imprint of Warrior Roost, 
Shady Point?” 

“T certainly did not. The name of 
my cottage is Warrior Roost. But 
whoever broke in here could easily 
have obtained the stationery and 
stolen mail out of my rural delivery 
mail box.” 

“A man just your size,” boomed 
Mr. Clutchbill, “by the name of 
Van Needer rode a ways with us, 
opened the gate and locked it again 
behind us. Who did that, I wonder?” 

“My dear man, I haven’t the 
slightest idea. But if the gate still 
has the same padlock I had on it, I 
can let you out.” Mr. Van Needer 
got out a bunch of keys with a prompt- 
ness that left no doubt he was anxious 
to be rid of his callers. 

The four men found their way in 
the darkness to the gate where Mr. 
Van Needer’s key operated perfectly 


in the padlock. The car drove through 
and when well away Mr. Clutchbill 
turned to Cal. 

“Do you believe that man pinched 
the money, or don’t you?” 

“My gosh! You’ve got me. The 
first Van Needer only grunted a little 
and was so bundled up I couldn’t 
make out anything, and all tracks 
look alike in loose sand.” 

“Confound it! We'll have to wait 
for daylight,” said Mr. Clutchbill, 
turning to Mr. Cotnett. 
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“I’m completely exhausted. 
know what to do.” 

““H’mff, well, it’s my idea that $4,000 
is still out here on this Point.” 


I don’t 
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“What makes you think that?” 
inquired Cal. 

“I’ve a hunch the guilty party lives 
around here, and knows the cottage 
and this Point. It’s my idea he'll 
park it out here for a while.” 

At the first village the three men 
put up for the night at the Lone Duck 
Inn. Immediately after supper Mr. 
Clutchbill snooped out alone, finally 
calling at the general store where he 
had a long visit with the unoccupied 
storekeeper. When he returned late 
to the Inn he told Cal the two of them 
would leave on a scout before day- 
break. 


I’ was still dark the next morning 
when Mr. Clutchbill and Cal rolled 
out on Shady Point to the gate around 
which so much had occurred the night 
before. The east now, however, 
showed a copper glow. From the gate 
the sand dunes ran back for half a 
mile. At one place on the beach 
several skiffs were dragged up. 
“That’s what we want,” declared 
Mr. Clutchbill with brightening eye 
as he made toward them. “I learned 
about these fishing skiffs last night 
from the storekeeper. It gave me a 


thought.” 
Not far from the locality of the 
skiffs Mr. Clutchbill paused and 


studied the base of the dunes high up 
on the beach. 

‘““Here’s where I set my bait,” he 
declared. 

Wallowing over to an old stump 
which protruded a ragged edge out of 
a sand dune he took from his pocket a 
$10 bill and edged it neatly into a 
jagged spur of the old stump. 
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““Good land! 
Aaron?” 

“Looks like the wind fetched it 
along and it caught there, doesn’t it? 
Lucky there’s no wind now,” chuckled 
Mr. Clutchbill. “You go down a 
couple of dunes and hide on top, and 
I’ll take this one. Keep your pistol 
handy.” 

While the two men were digging in 
out of sight on their separate dunes the 
sun thrust a saucer of gold over the 
edge of the far away mountains. The 
lake lay like glass awaiting the 
morning breeze. A quarter mile out 
a few gulls cried like cats as they flew 
low inspecting the surface of the lake. 
Suddenly a man appeared far up the 
shore. He carried a pail and pair of 
oars. He came hurriedly along to the 
skiffs and deposited his belongings in 
one of them. After a long look up 
and down the beach he pushed the 
skiff into the water and rowed off. 

Mr. Clutchbill’s heart sank. ‘‘Wish 
I’d looked closer in that skiff,” he 
muttered to himself, but he remained 
hidden. 

A quarter hour later a second fisher- 
man appeared. For a long while he 
stood on the margin of the lake and 
studied the first fisherman now well 
out. Suddenly the man on shore 
glanced anxiously around him, then 
with cat-like glances walked along to 
the remaining skiffs. A second later 
he stood frozen in his tracks, his eyes 
glued on an object at the base of a 
dune. He dropped a pair of oars and 
rushed forward. He bent over the 
splinters of an old stump. Snatching 
off Mr. Clutchbill’s $10 bill he stared 
around over his shoulder at the 
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departing boat creeping farther out 
on the lake. Abruptly he jumped to 
his feet, ran to a half-embedded log 
on the beach and dug frantically 
under it. A package came out. He 
held it in his hand, sank in relief 
on his haunches and looked wildly 
around. 

“Stay where you are!’’ bellowed Mr. 
Clutchbill plunging with long strides 
down the face of his dune, the black 
snout of his old revolver covering the 
man by the log. ‘“‘Come on, Cal!” 

“Put it right on top of that log 
and stand up!” ordered Mr. Clutch- 
bill, as he drew close. 

Cal was now coming over the sand 
in a half-gallop. 

““Guess you’d better walk ahead of 
us, fellow,” snapped Mr. Clutchbill, 
stooping and picking up a bundle of 
$4,000 in $10 notes as Cal arrived. 

The man, short and square of frame, 
moved glumly ahead over the sand 
with a slow, dismal flapping of his 
rubber boot tops. 


N hour later at the Inn, Mr. 
Clutchbill requested the landlord to 
hale Mr. Cotnett down to breakfast. 
“TI thought it would be nice to eat 
together,” greeted Mr. Clutchbill when 
Mr. Cotnett put in an appearance. 

The landlord showed them into a 
tiny dining room, the tables next the 
windows flecked here and there with 
the new April sunshine. From an 
apple tree near by a blue bird sang 
with overflowing enthusiasm. Mr. 
Clutchbill hesitated a moment at a 
plate, snapped out a napkin and laid 
it over the waiting plate. He motioned 
Mr. Cotnett to the place. As they 
sat down Mr. Cotnett soberly dragged 
the napkin into his lap. His eyes 
started from his head. A familiar 
package of $4,000 in bank notes 
rested on the plate. 

“My ... my goodness! !’’ 

“TI baited a trap this morning,” 
explained Mr. Clutchbill. ‘Caught 
quite a nice prize.” : 

“But it’s hardly daylight yet.” 

“I know,” nodded Mr. Clutchbill, 
“you have to catch weasels in the 
dark. Think you can eat a good 
breakfast?” 

“‘Why, my dear man, I’m overcome. 
Was it the cottage owner?” 

‘No, it was a fellow that looked like 
him, a fisherman. He’s in the jug 
by now unless he’s got away from the 
constable.” 

Mr. Cotnett looked at the bundle 
of bills. “I really don’t know what to 
do to thank you. Would $1,000 be..” 

‘Good gracious, no, not that much.” 
Mr. Clutchbill shook his head while 
Cal quieted his eyes and politely held 
his napkin over his watering mouth. 

“T hardly know what would be 
right.” 


“Whatever you feel would easé 
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your mind,” said Mr. Clutchbill softly. 

As the waitress came rattling three 
glasses out of a door Mr. Cotnett 
handed Mr. Clutchbill and Cal each 
$200. 

Cal, hardly knowing what to do, 
rose and bowed. Mr. Clutchbill also 
touched in the heart half-rose and 
politely bowed in thanks. 

“J think,” said Mr. Clutchbill, to 
the plump waitress, “we ought to 
have three smaller glasses for some- 
thing the landlord will shortly fetch 


us.” 
ry rs ry 


CANADIAN 
BANKING 


(CONTINUED FROM PAGE 25) 


special Christmas Club Pass Book in 
either French or English is provided. 
Interest is paid at the current rate 
on such accounts. 


Sf ¢ ° 


Provincial Bank Expands 
With First Toronto Branch 


Announcement on March 5 that 
the Provincial Bank of Canada is to 
open a branch in Toronto, Canada’s 
second largest city, marks the first 
time that either of Canada’s two 
French-Canadian banks have come 
into Toronto. It marks a departure 
from their policy, which has always 
been to maintain branches only in 
districts largely French-Canadian in 
population. The bank operates only in 
Eastern Canada, having 135 branches, 
with 105 in Quebec, 14 in Ontario, 
13 in New Brunswick and 3 in Prince 
Edward Island, as well as nearly 200 


sub-agencies. 
+ S J 


Housing Loans Show 
Exceptional Increase 


National Housing Loans exceeded 
the $50,000,000 mark on January 31, 
1940, according to the Department of 
Finance at Ottawa. Loans approved 
in January numbered 251, providing 
for 681 family housing units and 
amounting to $2,192,645. Compara- 
live figures for the corresponding 
month last year were 123 loans, 187 
units, and $645,864 in amount of loans. 

The exceptionally large increase 
over January, 1939, is accounted for 
by the approval of a number of loans 
for apartments and more expensive 
homes. Applications for these larger 
loans were speeded up by new regula- 
tions made public December 6, which 
provided that after December 31, 
1939, no further applications for loans 


exceeding $4,000 or to finance two- | 
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family or multiple-family houses would 
be considered. Accordingly, after the 
backlog of applications submitted in 
December has been dealt with, the 
monthly total of National Housing 
Act loans will be made up entirely of 
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smaller advances to finance single- 
family houses in the medium and 
lower price range. 

New applications submitted in Janu- 
ary numbering 156 against 145 in 
January last year already indicate 


+ 


good prospects for considerable low- 
cost house building this year. The 
number of 90 per cent loans (maximum 
$2,250) approved during the first 
month of 1940 was 31 against 13 in 
the corresponding month in 1939. 


COURT DECISIONS 


(CONTINUED FROM PAGE 24) 


concedes that under the Michigan 
court decisions, the loan was usurious. 

“It is clearly the law that usurious 
interest which has been paid must be 
recovered back in an _ independent 
action. This remedy is exclusive, and 
the Federal statute controls. The 
United States Supreme Court has 
said: ‘One paying a national bank 
usurious interest and entitled to en- 
force the penalty may not recover it 
by way of set-off in a suit brought 
upon his note by the bank.’” (Mc- 
Collum vs. Hamilton National Bank, 
303 U. S. 245.) 

In substance, where a debtor is sued 
by a national bank on an usurious 
note or other loan, he cannot set up 
the usury claim in that suit, but must 
sue the bank separately to recover the 
interest paid, according to the Federal 
statute. (Schumacher vs. Lawrence, 
108 Federal Reporter, Second Series, 
576.) 

This decision applies to national 
banks only. Where a state bank is 
involved in such a transaction, the 
state law prevails and may in some 
cases permit the debtor to plead the 
usurious interest in the suit brought 


against him on his note or other 
obligation to the bank. 
* 4% + 


Guaranteed Endorsements 


That there are real “teeth” in the 
words “Prior endorsements guaran- 
teed”’ stamped on a check by a collect- 
ing bank, was brought out in a recent 
District of Columbia case. 

There a lending bank issued its 
cashier’s check for the amount of a 
loan evidenced by a _ note signed, 
ostensibly, by the borrower and his 
wife. The cashier’s check was drawn 
to the order of the borrower and his 
wife. The check, bearing endorse- 
ments of both payees, was deposited 
in another bank for collection. The 
collecting bank endorsed the check 
and guaranteed all prior endorse- 
ments. Upon presentment, the issuing 
bank cashed the check. 

The borrower made payments on 
his loan, but died before it was fully 
paid. The surviving widow refused 
to pay the balance because her signa- 
ture on the note and her purported 
endorsement on the cashier’s check 
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were both forgeries. The issuing bank 
then sued the collecting bank on its 
guarantee of prior endorsements. The 
collecting bank contended that the 
lending bank should bear the loss 
because the situation had resulted 
from the lending bank’s own act in 
lending money on the note to which 
the wife’s signature had been forged. 

But the United States Court of 
Appeals for the District of Columbia 
took a different view, saying: 

“The lending bank’s loss occurred 
when it paid the check upon the 
guarantee of the collecting bank of 
the validity of the endorsement of the 
wife. It thus appears that, while the 
lending bank was imposed upon by a 
forger, and on the faith of the forged 
note gave him its check payable to 
himself and wife, the collecting bank 
was imposed on by the forger when he 
obtained the money on his own genuine 
endorsement and the forged endorse- 
ment of his wife. The loss occurred as 
the result of reliance by the lending 
bank on the guarantee of the collecting 
bank that the endorsements on the 
check were valid. 

“In this aspect, the collecting bank 
received from the lending bank money 
to which it was not entitled. Upon 
discovery (after the borrowing forger’s 
death) the lending bank demanded 
return, less the amount which the 
forger had repaid. The rule in these 
circumstances is that the bank which 
has drawn the cashier’s check on 
itself may recover from the collecting 
bank when the endorsement has been 
forged. To the same extent, the 
drawer of a check may recover from 
the collecting bank when his own bank 
has paid and charged to his own 
account a check with forged endorse- 
ments. Or the drawee bank may credit 
the account and itself sue the collect- 
ing bank.” (City Bank vs. Hamilton, 
108 Federal Reporter, Second Series, 
588.) 
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When Is a Gift? 


A Kentucky bank undertook litiga- 
tion recently to obtain a court pro- 
nouncement on the legal status of 
certain gifts of funds on deposit. The 
resultant court decision made some 
highly significant distinctions among 
the various ways in which a depositor 







might attempt to make a gift of his 
deposit. In the case before the court 
a depositor mailed his savings account 
pass book to the bank with a letter 
directing the bank to transfer the 


account, with accrued interest, to the, 


depositor’s sister. The bank followed 
his instructions and wrote him a letter 
of confirmation. Although the bank 
did not know it, the depositor was 
dead when the bank received the pass 
book and the letter of instructions. 

The same depositor obtained a 
cashier’s check, payable to his sister, 
from another bank in which he had a 
checking account and himself mailed 
the cashier’s check to his sister. She 
received this check before he died. 

Ruling that a valid gift of the savings 
account had not been effected in favor 
of the sister, the Kentucky court 
explained: 

“Unquestionably the letter and the 
enclosed savings account pass book 
were not received by the bank until 
after the depositor’s death. Conse- 
quently, we are constrained to hold 
that there was no delivery before that 
event and therefore not a valid gift 
between living parties of the money 
on saving deposit.” 

With respect to the status of the 
cashier’s check, the court continued: 

“The transfer of the cashier’s check 
may be upheld as a valid gift between 
living parties. The delivery of the 
cashier’s check to the sister of the 
deceased had the same effect as a 
delivery of the cash itself which it 
represented. Whether the issuance 
by the bank of the cashier’s check in 
favor of the sister would have amounted 
to delivery we need not determine, 
because the check was actually de- 
livered before the death of the donor.” 

If the donor had issued his own check 
to his sister and if she had received it 
before his death, could she _ have 
claimed the face amount of the check 
as a valid gift between living parties? 
Apparently not unless she actually 
presented and cashed the check before 
the donor’s death, for, said the court: 

“An ordinary check is generally 
considered by the courts as merely 3 
promise to pay. The gift of such a 
check is not completed until it is paid 
or accepted by the drawee.”’ 
(Pikeville National Bank vs. Shirley, 
135 Southwestern Reporter, Second 
Series, 426.) 
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